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Announcement 


This listing does not affect the legal status of any 
document published in this issue. 


Notice of Extension of Comment 

Period on Proposals Relating to 

Disclosure of Oil and Gas Reserves 
Comment period extended until 
August 15, 1975. 

Statement of the Commission Con- 

cerning Procedures for Including in 


Its Official Public Files Certain Cor- 


respondence between the Commis- 
sion and Registrants Delinquent in 
Reporting under the Securities Ex- 
change Act of 1934 


Financial Corporation and Eldon 

Miller 
Preliminary injunction ordered. 
Receiver appointed for assets of 
Financial 

Holiday Magic, Inc. 
Defendants enjoined from vio- 
lations of registration and anti- 
fraud provisions in pyramid 
scheme case. 


Requirements of Rules 10b-9 and 


15c2-4 under the Securities Ex- 
change Act of 1934 Relating to 
issuers, Underwriters and Broker- 
dealers Engaged in an “All or 
None” Offering 

34-11534 Statement of the Commission 
Concerning Procedures for 
Including in its Official Public 
Files Certain Correspondence 
between the Commission and 
Registrants Delinquent in Re- 
porting under the Securities 
Exchange Act 

Effective October 1, 1975 

34-11535 Proposed Amendments to Rules 

of Stock Clearing Corporation 
Comment period expires 
August 8, 1975. 

34-11536 Proposed Amendments to Rules 
of the Depository Trust Com- 
pany 

Comment period expires 
August 8, 1975. 
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FREEDOM OF INFORMATION ACT 
Release No. 19/July 15, 1975 


In the Matter of Request of 
EDWARD H. KOHN 
for investigatory records relating to 


Stirling Homex Corp. 


ORDER DENYING REQUEST 


On June 16, 1975, the Commission received the appeal 

of Mr. Edward H. Kohn, a staff writer for the Delta 
Democrat-Times, Greenville, Mississippi, from the denial 
by the Public Information Officer of Mr. Kohn’s request 
made pursuant to the Freedom of Information Act (FOIA) 
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for any “reports and findings of fact resulting from the 
SEC’s investigation of the Mississippi operations of Stir- 
ling Homex Corp....”. The Commission’s investigation of 
Stirling Homex resulted in the institution of injunctive 
proceedings on July 2, 1975 against the company and 
seven other defendants based on alleged violations of the 
anti-fraud and reporting provisions of the federal securi- 
ties laws. 1/ In those proceedings, simultaneously with 
filing of the Complaint, six of the defendants, without 
admitting or denying the allegations in the Complaint, 
consented to the entry of judgments of permanent in- 
junctions enjoining them from violations of the relevant 
provisions of the federal securities laws. 2/ The proceed- 
ings remain pending against the company itself. 


To the extent that Mr. Kohn has requested “findings of 
fact” resulting from the Commission’s investigation, 

no such records exist, except for the published “‘find- 
ings” entered by the Commission in the administrative 
proceedings arising from this matter as indicated in note 
2, supra. The Commission does not, of course, institute 
proceedings on the basis of “findings of fact,”’ but on the 
basis of recommendations presented to it by the staff 
and on the basis of its own consultations, deliberations 
and conclusions with respect to those recommendations. 
Nor have any “findings of fact”’ resulted from the injunc- 
tive action filed by the Commission; in that action, the 
orders of permanent injunction have been entered on the 
basis of the defendants’ consent thereto, without admit- 
ting or denying the allegations of the Commission’s com- 
plaint. 


With respect to Mr. Kohn’s request for access to “‘re- 
ports” relating to the Commission’s investigation, the 
Commission has published a Report of Investigation 
pursuant to Section 21(a) of the Securities Exchange 
Act of 1934, which deals in particular with the role 

of two outside directors of Stirling Homex. See Securi- 
ties Exchange Act of 1934 Release No. 11516 (July 2, 
1975). In addition to this Report, Mr. Kohn may have 
access to any “reports” which may be contained in 
documents filed by the Commission in any court action 
relating to the Stirling Homex matter. 


To the extent that the term “reports”’ was intended by 
Mr. Kohn to refer to the various relevant factual reci- 
tations contained in internal memoranda prepared by 
the staff of the Commission, his request must be denied 
on the basis of the exemptions from compelled dis- 
closure contained in the FOIA for inter- and intra- 
agency memoranda, 5 U.S.C. §552(b)(5), and for cer- 
tain investigatory records, 5 U.S.C. $552(b)(7). 


As the Commission has previously observed, records 
which would be relevant to pending law enforcement 
proceedings or to proceedings which are reasonably 
likely to be instituted will generally be considered 
exempt. 3/ The term “law enforcement proceedings” 
includes civil actions seeking injunctive or other re- 
lief, criminal actions brought by the Department of 
Justice based on information developed in the course 
of a Commission investigation, and administrative pro- 
ceedings brought against broker-dealers or attorneys 
or accountants practicing before the Commission. 4/ 
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In this matter, the Commission finds that there is a con- 
crete prospect that additional law enforcement proceed- 


ings will be instituted and that there is a reasonable likeli- 


hood that disclosure of the relevant factual recitations in 
staff memoranda, or any portions thereof, at this time 
would interfere with such future enforcement proceed- 
ings. Such recitations are, therefore, exempt from com- 
pelled disclosure. 5 U.S.C. $552(b)(7)(A). In addition, 
disclosure of these recitations at this time might tend 

to deprive those who may be named in such proceedings 
“of a right to a fair trial or an impartial adjudication,” 
and the disclousre of portions of memoranda discussing 
the activities of persons the Commission determined not 
to name in its enforcement proceeding might “‘constitute 
an unwarranted invasion of the personal privacy” of such 
persons. See 5 U.S.C. §552(b)(7)(B) and (C). 


Finally, the recommendations and opinions expressed 
in the staff memoranda are independently exempt by 
virtue of the fifth exemption relating to inter- and 
intra-agency memoranda. 5 U.S.C. §552(b)(5). 


in addition, the Commission finds that the foregoing 
are compelling reasons why these records should not 
be disclosed as an exercise of the Commission’s discre- 
tion to disclose exempt records. 


Accordingly, IT IS ORDERED that the request of 
Edward H. Kohn for access to certain Commission 
investigatory records relating to Stirling Homex Cor- 
poration be, and it hereby is, denied, except as to such 
reports as may be contained in the Commission’s pub- 
lic releases and in records filed by the Commission in 
any court action included in the public records of the 
court. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities and Exchange Commission v. Stirling 
Homex Corp., et al., D.D.C., No. 75-1065. 


2/ See Litigation Release No. 66960 (July 2, 1975). 
In connection with the settlement of the Stirling 
Homex matter, the Commission also instituted ad- 
ministrative proceedings against a registered broker- 
dealer and entered Findings, an Opinion, and an 
Order in those proceedings. The respondent con- 
sented to the foregoing, without admitting or deny- 
ing the findings contained in the Order. The Commis- 
sion also instituted administrative proceedings 
against one accounting firm and accepted the settle- 
ment offer of a second accounting firm disposing of, 
among other things, an administrative proceeding re- 
sulting in part from the Commission’s investigation 
of Stirling Homex. See Litigation Release No. 6961 
(July 2, 1975) and Accounting Series Release Nos. 
173 and 174 (July 2, 1975). 


3/ Securities Act of 1933 Release No. 5571, 6 SEC 
Docket 286 (February 21, 1975)., 
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4/ See, e.g., Section 20(b) of the Securities Act of 1933, 
15 U.S.C. 77t(b), and Section 21(e) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78u(e), authorizing injunc- 
tive and criminal proceedings to enforce the provisions of 
those respective statutes. See also, e.g., Section 15(b)(5) 
of the Securities Exchange Act, 15 U.S.C. 780(b)(5), 
authorizing certain administrative proceedings. 
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SECURITIES ACT OF 1933 
Release No. 5597/July 17, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11540/July 17, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19091/July 17, 1975 


NOTICE OF EXTENSION OF COMMENT PERIOD ON 
PROPOSALS RELATING TO DISCLOSURE OF OIL 
AND GAS RESERVES (File No. S7-566) 


(Comment Period Extended Until August 15, 1975) 


The Securities and Exchange Commission today extended 
the comment period on its propdsals relating to disclosure 


of oil and gas reserves (Release No. 33-5588, May 30, 1975). 


The Commission believes that an extension from July 15 
until August 15, 1975 is appropriate in view of the exten- 
sion requests it has received. 


Accordingly, all interested persons are invited to submit 
their views and comments on the proposals contained 

in Release No. 33-5588 to George A. Fitzsimmons, Sec- 
retary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549 on or before August 15, 1975. Such 
communications should refer to File No. S7-566. All 
such communications will be available for public inspec- 
tion. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11532/July 11, 1975 


REQUIREMENTS OF RULES 10b-9 AND 15c2-4 
UNDER THE SECURITIES EXCHANGE ACT OF 
1934 RELATING TO ISSUERS, UNDERWRITERS 
AND BROKER-DEALERS ENGAGED IN AN 
“ALL OR NONE” OFFERING 


It has come to the Commission’s attention that cer- 
tain practices and procedures have been used by issuers, 
underwriters, and broker-dealers, and accepted by their 
counsel, in connection with best efforts “all or none” 
offerings of securities which are not in conformity with 
certain of the antifraud provisions of the Securities Ex- 
change Act of 1934 (the “Act’’). 


Arrangements are sometimes made in a best efforts 
offering for the return of funds to subscribers in the 
event that all or a specified minimum number of units 
of the offered security are not sold within a specified 
period of time. The practice of making such “‘all or 
none” or “part or none” offerings arose in an effort 
by issuers, investment bankers and others to make 
best efforts offerings more attractive to investors. 
The representation is intended to assure subscribers 
that, if the offering should prove unsuccessful in that 
less than all or less than the specified minimum num- 
ber of securities are sold, their funds, or an indicated 
part of their funds, will promptly be returned. 


It has become increasingly evident, however, that 
issuers, underwriters and others at times have effected 
offerings of this type without the proper regard for 
the rights of investors solicited to participate. In many 
instances, the issuer, underwriter or other persons con- 
nected with an offering of this kind have created the 
misleading appearance of a successful sale of the 
specified minimum number of securities in order to 
fulfill the prerequisites to receipt of the proceeds of 
the offering, thus vitiating the condition on which 
investors have relied — that a full and prompt return 
of their funds would be made in the event the speci- 
fied number of securities are not sold. 


Rule 10b-9 1/ was adopted by the Commission in 
1962 to ensure that the representation “‘all or none” 
would not be used unless prompt refunds would be 
made to purchasers if all the securities were not 

sold at the specified price within the specified time 
and if the total amount due the seller were not re- 
ceived by it by a specified date. 2/ The Commission 
made clear in the release adopting Rule 10b-9 that 
one of the primary purposes of the rule was to pro- 
hibit the designation “‘all or none” or “part or none” 
from being utilized where the underwriter is required 
only to get persons to agree to purchase the specified 
minimum securities within the specified period and 
is not required to collect full payment for such sales 
within the specified period. 3/ 


Thus, under Rule 10b-9, an offering may not be 
considered “sold” for purposes of the representation 
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“all or none” unless all the securities required to be 
placed are sold in bona fide transactions and are fully 
paid for. It is clearly contrary to the intent and pur- 
pose of the rule to declare an offering all sold, for 
the purpose of the “all or none” or “part or none” 
condition, on the basis of indications of interest for 
the minimum number of securities required to be 
sold or on the basis of non-bona fide sales designed 
to create the appearance of a successful completion 
of the offering, such as purchases by the issuer 
through nominee accounts or purchases by persons 
whom the issuer has agreed to guarantee against 
loss. 4/ 


in addition to the requirements of Rule 10b-9, Rule 
15c2-4 5/ under the Act imposes additional obliga- 
tions on broker-dealers participating in a best efforts 
underwriting arrangement. In the case of a best efforts 
“all or none” or other contingency offering, Rule 
15c2-4 requires that funds received by the broker- 
dealer participating in the distribution be properly 
segregated in a separate trust or agency account, or 

be deposited pursuant to an escrow arrangement, 

until the contingency occurs. 6/ The purpose of 

the requirements are to insulate the proceeds of the 
offering from possible unlawful activities by, or 
financial reverses of, the broker-dealer participating 

in the offering, and thus to ensure that the issuer 

wili receive the full proceeds promptly if the con- 
tingency occurs, or investors will receive a prompt 
reimbursement of their funds if the contingency 

does not occur. 7/ Rule 15c2-4 thus imposes an 
obligation on the broker-dealer to ensure that funds 
received by him are not dissipated in any fashion — 
including by disbursement to the issuer — unless the 
contingency has been fully satisfied. If the contingency 
is “all or none,” this requirement means that no funds 
may be disbursed from the agency or escrow account 
until all the securities are sold in bona fide transactions 
and are fully paid for. If the specified time limit ex- 
Pires prior to the sale of all the securities offered (or 
the minimum necessary in a part or none offering), 

all funds must be promptly refunded to investors. 


Violations of Rules 10b-9 and 15c2-4 are serious 
breaches of the duty owed by issuers, underwriters 
and broker-dealers to the investing public. In addition, 
counsel representing issuers, underwriters and broker- 
dealers engaged in contingency offerings have an obli- 
gation to the investing public not to authorize, permit 
or acquiesce in disbursements to be made in violation 
of these rules. The Commission intends to enforce 

the requirements of these rules vigorously where the 
facade of a successful offering is created in derogation 
of responsibilities owed to public investors who have 
purchased securities which were offered with the repre- 
sentation that their funds would be returned if the 
contingency were not fully satisfied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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1/ 17 CFR 240.10b-9. 
2/ Rule 10b-9 provides, among other things: 


*“‘(a)_ It shall constitute a ‘manipulative or decep- 
tive device or contrivance,”’ as used in Section 
10(b) of the Act, for any person, directly or in- 
directly, in connection with the offer or sale of 
any security, to make any representation: 


““(1) To the effect that the security is being 
offered or sold on an ‘all-or-none’ basis, unless 
the security is part of an offering or distribution 
being made on the condition that all or a speci- 
fied amount of the consideration paid for such 
security will be promptly refunded to the pur- 
chaser unless (A) all of the securities being offer- 
ed are sold at a specified price within a specified 
time, and (B) the total amount due to the seller 
is received by him by a specified date....’’ 


3/ Securities Exchange Act Release No. 6864 (July 30, 
1962). 


4/ \t should also be noted that Section 11(d)(1) of the 
Act prohibits a person who is a broker and a dealer from 
extending or maintaining, or arranging for the extension 
or maintenance of, credit to or for a customer for the 
purchase of securities which was part of a new issue in 
the distribution of which such broker and dealer parti- 
cipated as a member of the selling syndicate or group 
within thirty days prior to such transaction. 15 U.S.C. 
78k. 


5/ 17 CFR 240.15c2-4.. 
6/ Rule 15c2-4 provides: 


“It shall constitute a ‘fraudulent, deceptive or 
manipulative act or practice’ as used in Section 
15(c)(2) of the Act, for any broker or dealer 
participating in any distribution of securities, 
other than a firm commitment underwriting, to 
accept any part of the sale price of any security 
being distributed unless: 


...& @ 


(2) If the distribution is being made on an ‘all- 
or-none’ basis, or on any other basis which con- 
templates that payment is not to be made to 
the person on whose behalf the distribution is 
being made until some further event or con- 
tingency occurs, (A) the money or other con- 
sideration received is promptly deposited in 

a separate bank account, as agent or trustee 

for the persons who have the beneficial inter- 
est therein, until the appropriate event or con- 
tingency has occurred, and then the funds are 
promptly transmitted or returned to the per- 
sons entitled thereto, or (B) are promptly 
transmitted to a bank which has agreed in 
writing to hold all such funds in escrow for 

the persons who have the beneficial interests 
































therein and to transmit or return such funds directly 
to the persons entitled thereto when the appropriate 
event or contingency has occurred.” 


7/ Securities Exchange Act Release No. 6737 (Feb. 21, 
1962). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11533/July 11, 1975 


Admin. Proc. File No. 3-4653 
In the Matter of 


WwiSCO HARDWARE COMPANY 
Madison, Wisconsin 


(81-164) 
ORDER ACCEPTING OFFER OF SETTLEMENT 


Wisco Hardware Company (“‘applicant’’) 1/ filed an 
application pursuant to Section 12(h) of the Securities 
Exchange Act for exemption of its common stock from 
the registration requirements of Section 12(g) of the 
Act. 2/ Public hearings on the application were ordered, 
but have not been held. 


Applicant has submitted an offer of settlement which 
the Commission determined to accept. The offer pro- 
vides that: 


1. Pursuant to Section 12(g) of the Exchange Act, 
applicant will file on August 1, 1975, a registration 
statement on Form 10 which will include: 


(a) Audited financial statements for the applicant's 
last five fiscal years, and 


(b) Disclosure of all events during such five year 
period which would have required the filing of a 
current report on Form &K. 


2. By the effective date of such registration statement, 
applicant will cause appropriate Forms 3 and 4 under 
Section 16(a) of the Exchange Act to be filed. 


3. After August 1, 1975, applicant will comply with 
Sections 13 and 14 of the Exchange Act. 


4. The applicant will not be required to file under the 
Exchange Act before August 1, 1975. 


5. If the complete liquidation and dissolution of appli- 
cant is effected prior to August 1, 1975, registration 
under the Exchange Act will not be required. 


in view of the foregoing, 1T 1S ORDERED that the afore- 
mentioned offer of settlement be, and it hereby is, 
accepted, and'it is further 


ORDERED that this proceeding be, and it hereby is, 
dismissed. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Applicant is a dealer-owned wholesaler buying, 
storing, financing and distributing general hardware 
and building materials to member and non-member 
retail dealers in a five state area around Wisconsin. 


2/ Section 12(g) requires an issuer with assets exceed- 
ing $1 million and a class of equity security not listed 
on a national securities exchange and held of record by 
at least 500 persons to register the security with the 
Commission. Registration subjects the issuer to the 
reporting and proxy provisions of Sections 13 and 14 
of the Act and its insiders to the insider trading pro- 
visions of Section 16. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11534/July 14, 1975 


STATEMENT OF THE COMMISSION CONCERNING 
PROCEDURES FOR INCLUDING IN ITS OFFICIAL 
PUBLIC FILES CERTAIN CORRESPONDENCE BE- 
TWEEN THE COMMISSION AND REGISTRANTS DE- 
LINQUENT IN REPORTING UNDER THE SECURI- 
TIES EXCHANGE ACT OF 1934 


The Securities and Exchange Commission today announ- 
ced procedures it will follow to include certain correspond- 
ence between registrants and the Commission in the Com- 
mission’s official public files for the registrants involved. 
The procedures are intended to inform the public of the 
circumstances surrounding the registrant's failure to file 
required periodic reports under Section 13 or 15(d) of 
the Securities Exchange Act of 1934 (“Exchange Act”’), 
but are not in any way intended to relieve registrants of 
their reporting or other obligations under the Act. The 
Commission will not pass upon the accuracy or adequacy 
of the statements in these communications, and the 
placing of such communications in the official public 

file will not preclude the possibility of the Commission 
instituting an enforcement action relating to the delin- 
quency. 


On a continuing basis, the Commission determines 


whether registrants are complying with the requirements 
under Section 13 or 15(d) of the Exchange Act by filing 
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periodic reports on the proper forms and in a timely 
manner. Where the Commission identifies registrants 
which according to its records are delinquent in filing 
a required report, the staff, among other things, will 
send such registrants a notice which reminds them of 
their obligation to file all required reports and requests 
the registrant to set forth in writing the reasons for the 
delinquency. Such notice also points out that it may be 
appropriate for a registrant to disclose its inability or 
failure to file a periodic report by describing the basis 
for such failure in a current report on Form 8K. The 
Commission’s notice further indicates that delinquent 
registrants should respond immediately in writing to 
the Commission’s communication and state how they 
propose to remedy their reporting delinquency. 


The Commission’s notice to delinquent registrants 
makes it clear, however, that filing a current report 

on Form 8K or writing a letter to the Commission 
describing reasons for a reporting delinquency will not 
relieve a registrant from its reporting and other obliga- 
tions under the Exchange Act and will not preclude 
the possibility of the Commission’s instituting an en- 
forcement action relating to the delinquency. 


The Commission has determined that the public should 
have access to information from registrants concerning 
their failure to report as required. Accordingly, if such 
information is not already included in a report filed under 
the Act, the Commission will place in its official public 
files certain correspondence to and from registrants des- 
cribing any reasons why the registrant is delinquent in 
filing a required report. In order that registrants may be 
advised of this procedure, the Commission’s delinquency 
notices have been revised to describe the new procedure 
mentioned herein and to state that the following warning 
will be stamped on any correspondence from a registrant 
which is included in its official public file pursuant to 
this procedure: 


“The Securities and Exchange Commission has 
not passed upon the accuracy and adequacy 

of the statements in this communication and 
has not exempted the registrant from the report- 
ing and other provisions of the Securities Ex- 
change Act of 1934. This information, as fur- 
nished by or on behalf of the registrant, is not 
deemed to be “’filed’’ with the Commission 

and is not subject to the liabilities of Section 

18 of the Securities Exchange Act of 1934.” 


In view of the fact that the above procedures do not 
impose new filing requirements on registrants, the 
Commission finds, for good cause, that notice for 
public comment is not necessary under the Adminis- 
trative Procedure Act. However, in order that regis- 
trants may assess the impact of this procedure, and 
possibly take appropriate steps at this time prior to 
its implementation, the Commission will not imple- 
ment this procedure until October 1, 1975. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11535/July 14, 1975 


PROPOSED AMENDMENTS TO RULES OF STOCK 
CLEARING CORPORATION (File No. SR-3) 


Notice is hereby given that the New York Stock Exchange, 
Inc. (the “NYSE”) has filed, pursuant to Section 19(b) of 
the Securities Exchange Act, as amended, amendments 
(the ““Amendments”) to the Rules of Stock Clearing Cor- 
poration. 


The Amendments have been filed in connection with 
the proposed implementation by the American Stock 
Exchange Clearing Corporation (““ASECC”) of a con- 
tinuous net settlement (“CNS”) system which will 
involve settlement of certain American Stock Exchange- 
listed issues through the facilities of The Depository 
Trust Company (“DTC”). 


Except for a minor correction in SCC’s Rule 12, the 
Amendments consist of additions to SCC’s Rule 4. 
Section 4 to provide for the allocation of certain DTC 
losses among the DTC Participants Fund, the ASECC 
CNS Clearing Fund, and the SCC CNS Clearing Fund. 
The Amendments constitute an expansion of pro- 
cedures previously established by SCC and DTC, in 
connection with the implementation of SCC’s CNS 
system, to allocate losses between them. 


All interested persons are invited to submit their 
views by August 8, 1975. Written statements of 
views and comments should be addressed to George 
A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549. Reference should be made to File No. 
SR-3. The proposed Amendments are, and all com- 
ments will be, available for public inspection at the 
Public Reference Room of the Securities and Ex- 
change Commission at 1100 L Street, N. W., Wash- 
ington, D. C. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11536/July 14, 1975 


PROPOSED AMENDMENTS TO RULES OF THE 
DEPOSITORY TRUST COMPANY (File No. SR-4) 


Notice is hereby given that the New York Stock Ex- 
change, Inc. (the ““NYSE’’) has filed, pursuant to Sec- 
tion 19(b) of the Securities Exchange Act, as amended, 
amendments (the ““Amendments”) to the Rules of 






































The Depository Trust Company. 


The Amendments have been filed in connection with 
the proposed implementation by the American Stock 
Exchange Clearing Corporation (“ASECC”) of a 
continuous net settlement (“CNS”) system which 
will involve settlement of certain American Stock 
Exchange-listed issues through the facilities of The 
Depository Trust Company (“DTC”). 


The Amendments consist of additions to DTC’s rules 
1, 4, 6 and 9, to provide for the allocation of certain 
DTC losses among the DTC Participants Fund, the 
ASECC CNS Clearing Fund, and the SCC CNS Clear- 
ing Fund. The Amendments constitute an expansion 
of procedures previously established by SCC and 
DTC, in connection with the implementation of 
SCC’s CNS system, to allocate losses between them. 


All interested persons are invited to submit their views 
by August 8, 1975. Written statements of views and 
comments should be addressed to George A. Fitz- 
simmons, Secretary, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D. C. 
20549. Reference should be made to File No. SR-4. 
The proposed Amendments are, and all comments 

will be, available for public inspection at the Public 
Reference Room of the Securities and Exchange 
Commission at 1100 L Street, N. W., Washington, 
D.C. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11537/July 14, 1975 


A notice has been issued giving interested persons until 


July 26 to request a hearing on an application of the 
Cincinnati Stock Exchange for unlisted trading privi- 


leges in the common stocks of the following companies: 


Dresser Industries, Inc. 

Eastern Gas & Fuel Associates 
Halliburton Company 
McDermott, (J. Ray) & Co., Inc. 
Pittston Co. (The) 
Schlumberger, Ltd. 

Utah International Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11538/July 14, 1975 









An order has been issued granting the application of 
the Cincinnati Stock Exchange for unlisted trading 
privileges in the common stocks of the following com- 
panies: 


Philip A. Hunt Chemical Corp. 
Franklin Mint Corp. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11539/July 17, 1975 


The Securities and Exchange Commission today announ- 
ced pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (“Exchange Act’’) the temporary suspension 
of exchange and over-the-counter trading in the securities 
of Mattel, Inc. for the ten-day period commencing at 
12:00 p.m. (EDT) July 17, 1975 and terminating at 
midnight (EDT) on July 26, 1975. Mattel is a Delaware 
corporation with corporate headquarters at 5150 Rose- 
crans Avenue, Hawthorne, California. 


The suspension of trading was initiated because of the 
lack of current financial information concerning 
Mattel. Mattel has not filed with the Commission the 
required annuai report on FORM 10-K, due May 2, 
1975, for its fiscal year ended February 1, 1975 or 
otherwise published its financial results for that year. 
The Company has advised the Commission that it 
will be unable to file the FORM 10-K or publish the 
financial results until after the completion and filing 
with the United States District Court for the Central 
District of California and submission to the Commis- 
sion of the report of the Mattel Special Counsel and 
Special Auditor. 


The suspension in trading is being imposed solely be- 
cause of Mattel’s present inability to publish current 
financial information and is not the result of any new 
information. 


On September 6, 1974, Mattel requested the New York 
Stock Exchange and the Pacific Stock Exchange to halt 
trading in Mattel stock pending the release of more de- 
finitive information relative to possible discrepancies 
which Mattel had discovered in its 1971 and 1972 fi- 
nancial statements; however, trading has continued in 
the over-the-counter market since that time. 


Mattel retained the Special Counsel and Special Audi- 
tor pursuant to a Consent Decree with the SEC as 
announced in October 1974. 


Among the duties of the Special Counsel and Special 
Auditor is a review of matters alleged in the Commis- 
sion’s Complaint and Application for Further Relief, 
including but not limited to the propriety of Mattel’s 
financial statements for the fiscal years ended in 1971 
and 1972. The Special Counsel is required to report 
his findings and recommendations to the Court and, 
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upon approval of a majority of independent directors 
who were also appointed pursuant to the Judgment, 
institute suits against any persons and other appropri- 
ate actions. The Special Counsel and Special Auditors 
are currently engaged in performing their functions 
pursuant to the Judgment, and are required by the 
Court order to complete their reports by August 27, 
1975. Accordingly, the Commission granted Mattel’s 
request for an extension of time in which to file its 
Annual Report on Form 10-K until August 31, 1975. 


Brokers and dealers should be alert to the fact that 
pursuant to Rule 15c2-11 under the Exchange Act, 
no quotation may be entered, trades consummated 

or orders solicited unless and until they have strictly 
complied with all of the provisions of said rule. If 

any broker or dealer has a question as to whether or 
not he has complied with said rule, he should not 
enter any quotation or engage in any transaction but 
should immediately contact the Securities and Ex- 
change Commission, Division of Enforcement, in 
Washington, D. C. If any broker or dealer is uncer- 
tain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations or engaging in other 
activities relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. 
If any broker or dealer enters any quotation or en- 
gages in any transaction which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11540/July 17, 1975 


See Securities Act Release No. 5597/July 17, 1975. 
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PUBLIC UTILITY/ HOLDING ACT OF 1935 
Release No. 19070A/July 16, 1975 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 


(70-5689) 
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Erratum 


In the order of June 30, 1975, in this proceeding (HCAR 
No. 19070), the language in the tenth paragraph “’... and 
no hearing has been requested of or ordered by the Com- 
mission.”’ was included by error and should be, and it 
hereby is, deleted. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19086/July 14, 1975 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 02685 


BROCKTON EDISON COMPANY 
Brockton, Massachusetts 02722 


FALL RIVER ELECTRIC LIGHT COMPANY 
Fall River, Massachusetts 02722 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 02722 


(70-5584) 


SUPPLEMENTAL ORDER AUTHORIZING SHORT- 
TERM BORROWINGS FROM ADDITIONAL BANKS 
AND CHANGING AMOUNTS OF BORROWINGS 
FROM VARIOUS BANKS 


Eastern Utilities Associates (“EUA”), a registered hold- 
ing company, and its electric utility subsidiary com- 
panies, Blackstone Valley Electric Company, Brockton 
Edison Company, Fall River Electric Light Company 
and Montaup Electric Company (collectively, the 
“subsidiaries”), have filed a post-effective amendment 
to their application-declaration previously fited with 
this Commission pursuant to Sections 6(a), 7, 9(a), 

10, 12(b), 12(c) and 12(f) of the Public Utility Hold- 
ing Company Act of 1935 (“Act”) and Rule 45(a) 
promulgated thereunder regarding the following pro- 
posed transactions. 


By order dated December 31, 1974 (HCAR No. 18739) 
issued in this proceeding, EUA and its subsidiaries were 
authorized, among other things, to issue and sell short- 
































































term, unsecured promissory notes to 11 banks in maxi- ORDER APPROVING PROPOSAL TO ISSUE AND SELL 
mum aggregate amounts specified by that order. By post- NOTES TO BANKS BY HOLDING COMPANY AND TO 














effective amendment, applicants-declarants propose to ISSUE AND SELL SHORT-TERM NOTES TO HOLDING 
add four more banks to the list of proposed lenders and COMPANY BY SUBSIDIARY COMPANIES 
to change the maximum amounts which may be loaned 
i f th n idiaries. i- : 
brarious ofthese banks tote sbsicirias The maxi- atonal Fuel Gas Company (“Nationa”), «registered 
subsidiaries from the banks will not change from the holding CanPERy, and two of ots subsidiary conpenss, 
amounts originally authorized by the Commission’s National Fuel Gas Distribution Corporation (“Distribu- 
earlier order in this proceeding. tion Corporation ) and National Fuel Gas Supply Cor- 
poration (“Supply Corporation”), have filed an applica- 
No state commission and no federal commission, other tion-declaration, and an amendment thereto, with this 
than this Commission, has jurisdiction over the proposed Commission pursuant to Sections 6{a), 6(b), 7, 9a), 10, 
transactions. No fees or expenses are expected to be in- 12(b), and 12(f) of the Public Utility Holding Company 
curred in connection with the proposed transactions Act of 1935 (“Act”) and Rules 42, 43, and 45 promul- 
other than those authorized by the earlier Commission gated thereunder as applicable to the proposed trans- 
order in this proceeding. actions. 
: : National proposes to issue and sell from time to time 
Upon the basis of the facts in the record, as further 
amended by said post-effective amendment, it is hereby through December 31, 1975 unsecured short-term 
found that the applicable standards of the Act and the ROWS. GR GUN ant to exceed $30,000,000 to 
rules thereunder are satisfied and that no adverse find- the following banks: 
ings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consum- y 
ers that the application-declaration, as further amended Bank Maximum Amount 
by said post-effective amendment, be granted and per- 
mitted to become effective: DuBois National Bank, 
DuBois, Pa. $ 500,000 
IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- Emporium Trust Company, 
declaration, as further amended by said post-effective Emporium, Pa. 200,000 
amendment, be, and it hereby is, granted and permitted 
to become effective forthwith, subject to the terms and McDowell National Bank, 
conditions prescribed in Rule 24 promulgated under Sharon, Pa. 1,100,000 
the Act. 
Northwest Pennsylvania 
For the Commission, by the Division of Corporate Regu- Bank & Trust Co., 
lation, pursuant to delegated authority. Oil City, Pa. 1,500,000 
Pennsylvania Bank & 
George A. Fitzsimmons Trust Company, 
Secretary Titusville, Pa. 2,400,000 
Producers Bank & Trust 
Company, 
Bradford, Pa. 100,000 
First Seneca Bank & 
PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 Trust Company, 
Release No. 19087/July 15, 1975 Oil City, Pa. 2,250,000 
in the Matter of First National Bank of 
Pennsylvania, 
Erie, Pa. 2,500,000 
NATIONAL FUEL GAS COMPANY 
New York, New York Marine Midland Chautauqua 
Ntional Bank, 
— FUEL GAS DISTRIBUTION CORPORA- Jamestown, New York 1,000,000 
N ; 
Buffalo, New York Warren National Bank, 
Warren, Pa. 1,000,000 
NATIONAL FUEL GAS SUPPLY CORPORATION 





Oil City, Pennsylvania Marine National Bank, 
Erie, Pa. 400,000 
(70-5698) 
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Bank Maximum Amount 








Marine Midland Bank- 


Western, 

Buffalo, N. Y. $6,000,000 

Manufacturers & Traders 

Trust Company, 

Buffalo, N. Y. 6,000,000 

The Chase Manhattan 

Bank, N. A., 

Buffalo, N. Y. 3,000,000 

Liberty National Bank 

& Trust Company, 

Buffalo, N. Y. 1,000,000 

The Chase Manhattan Bank, 

N. A. (“Chase”), 

New York, N. Y. 1,050,000 
Total: $30,000,000 


Each note will be dated as of the date of issue, will ma- 
ture not later than nine months from the date thereof, 
and will bear interest at the prime commercial rate of 
interest in effect from time to time at Marine Midland 
Bank on such date in the case of banks located in 
Buffalo and the rate in effect from time to time at 
Chase in the case of the remaining banks. The notes 
will be prepayable at any time, in whole or in part, 
without penalty or premium. 


National intends to use the proceeds from the sale 
of its short-term notes to acquire for cash up to 
$30,000,000 principal amount of short-term unsecured 
notes proposed to be issued by Supply Corporation. 
Each such note will be dated the same date and bear 
the same interest rate as the related short-term note 
of National. Each such note will mature within nine 
months from its date of issue, with interest payable 
quarterly until the principal amount is paid in full. 
Supply Corporation will have the option, after pay- 
ment of all notes of prior maturity held by National, 
to prepay any note at any time or from time to 
time, in whole or in part without premium. Supply 
Corporation proposes to use the proceeds from the 
above loans to finance the purchase of up to $30,- 
000,000 of natural gas and for working capital. 


National! also proposes to issue and sell from time to 
time through December 31, 1975, unsecured short- 
term notes to Chase, pursuant to a credit agreement 
(“Credit Agreement”), in an aggregate amount not 
to exceed $12,000,000 outstanding at any one time. 
The notes will mature within twelve months from 
their date of issue, will bear interest at the prime 
commercial rate in effect from time to time at Chase, 
and will be prepayable in whole or in part at any 
time without penalty. National will apply the pro- 
ceeds to purchase up to $12,000,000 of Distribution 
Corporation’s unsecured short-term notes, which will 
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have the same maturity and bear the same effective 
interest rate as the related note issued by National. 
Distribution Corporation will use the proceeds to fi- 
nance its construction program and for working capi- 
tal. 


No compensating balances will be required except in 
the case of the Chase Bank notes. National has agreed 
with Chase to maintain average balances of 10% of the 
line of credit plus 10% on any portion of the line of 
credit taken down. Assuming an average balance of 
20% and a prime interest rate of 7%, the effective 
cost of money would be 8.75%. There will be no com- 
mitment fee or other costs paid in connection with 
National's borrowings from Chase. 


The New York Public Service Commission and the 
Pennsylvania Public Utility Commission have author- 
ized the extension of credit by National to Distribu- 
tion Corporation. No other State or Federal commis- 
sion, other than this Commission, has jurisdiction 
over the proposed transactions. 


Due notice of the filing of said application-declara- 
tion, as amended, has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 19055), and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate 

in the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19088/July 15, 1975 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 
































THE SYLVANIA CORPORATION 
THE MARS COMPANY 
NATIONAL FUEL GAS SUPPLY CORPORATION 
Oil City, Pennsylvania 


(70-5692) 


ORDER APPROVING PROPOSED MERGER OF NON- 
UTILITY SUBSIDIARIES AND OF INTRASYSTEM 
SALE OF ASSETS 


National Fuel Gas Company (“National”), a registered 
holding company, and its three wholly-owned non- 
utility subsidiaries, The Sylvania Corporation (“‘SyI- 
vania”), The Mars Company (“Mars”) and National 
Fuel Gas Supply Corporation (“Supply Corporation”) 
have filed a joint application-declaration, and an amend- 
ment thereto, with this Commission pursuant to Sec- 
tions 6(a), 7, 9(a)(1), 10, 12(c) and 12(f) of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rules 42 and 43 promulgated thereunder as applicable 
to the following proposed transactions. 


Sylvania, Mars and Supply Corporation are organized 
under the laws of Pennsylvania. Sylvania is principally 
engaged in the production, transmission, storage, pur- 
chase and sale of natural gas in New York and Pennsyl- 
vania and sells all of its gas to Supply Corporation. 
Supply Corporation is engaged in the purchase, pro- 
duction, transmission and storage of natural and syn- 
thetic natural gas, selling approximately 98% of its gas 
to National Fuel Gas Distribution Corporation (“‘Dis- 
tribution Corporation”’), National’s sole: gas utility 
subsidiary, for resale to customers in portions of Penn- 
sylvania, New York and Ohio. Mars produces oil and 
gas and processes liquified petroleum products. All of 
its natural gas is sold to Supply Corporation. Each of 
the three companies also derives income from casual 
sales of standing timber from forested property ac- 
quired for gas and oil production. For the year ended 
February 28, 1975, Sylvania, Mars and Supply Corpor- 
ation realized revenues of $58,154, $155,982 and 
$10,006, respectively, from this source. 


The applicants-declarants propose a two-step plan 
of corporate simplification, to be implemented as 

of August 1, 1975. The first step provides for Syl- 
vania to convey to Mars all of its property interests 
which are unrelated to gas production, transmission 
or storage. Thereafter, in a second step, Sylvania will 
be merged into and survived by Supply Corporation. 
Upon completion of the proposed simplification, 
National will have one utility subsidiary, Distribution 
Corporation, and two non-utility subsidiaries, Mars 
and Supply Corporation. 


Sylvania will convey to Mars its interests in approximate- 
ly 186,000 acres of land located primarily in New York 
and Pennsylvania. The rights to be transferred in approxi- 
mately 85% of this property consist of oil and gas or 
other mineral rights, and the balance consists of surface 
rights or fee interests. In respect of these lands, how- 
ever, Sylvania will reserve any rights related to gas sup- 
ply for the use of Supply Corporation after the merger. 





The transfers of these properties will be made at their 
cost, net of applicable reserves, appearing on the books 

of Sylvania on the date of transfer, less amounts related 
to the gas rights reserved by Sylvania. Mars will make cash 
payments to Sylvania which, on the basis of net book 
values as of January 31, 1975, would be $15,825. 


The proposed plan of merger between Sylvania and Sup- 
ply Corporation provides, among other things, for the 
assumption by Supply Corporation of all of Syivania’s 
assets and liabilities; for the cancellation of Sylvania’s 
issued and outstanding common stock; and for the pay- 
ment by Supply Corporation of all expenses incident 

to the merger. As of February 28, 1975, Sylvania and 
Supply Corporation had outstanding 15,000 and 
1,013,802 shares of capital stock, respectively. As of 
such date, their capitalization appeared as follows: 


Supply Corp. Sylvania 
Stated Capital $25,345,050 $1,500,000 
Capital Surplus 5,061,772  ------- 
Earned Surplus 38,753,745 1,455,606 
Funded Debt _40,469,700° 3,600,000 
$109,630,267 $6,555,606 


Upon completion of the merger, Sylvania’s stock will be 
retired and the stated capital represented thereby will be 
credited to Supply Corporation’s capital surplus. All 
other items of the capitalization will be consolidated, 
and no other securities will be issued or retired. Accord- 
ingly, the pro forma capitalization of the surviving com- 
pany will appear as follows: 


Stated Capital $25,345,050 
Capital Surplus 6,561,772 
Earned Surplus 40,209,351 
Funded Debt 44,069,700 
$116,185,873 





It is stated that the proposed transactions will serve a 
substantial purpose and be in the public interest. Speci- 
fically, the applicants-declarants believe that the transac- 
tions will simplify the existing corporate structure of Na- 
tional and its subsidiaries by combining, in Supply, all 

of the gas production, transmission and storage functions 
now carried by the two merging subsidiaries. National 
projects that the merger will result in achieving greater 
operating efficiencies by eliminating the need to separate- 
ly account for services and expenses associated with 
arranging for separate financing programs. Furthermore, 
after the merger, only one company, rather than two, 
will be subject to Federal Power Commission regulation. 
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Thus, it is believed that savings will be achieved by 
eliminating the need for separate filings and appearances 
before that commission. It is further stated that the pre- 
liminary sale to Mars by Sylvania of property interests 
not employed in the gas production, storage and distri- 
bution business will free Supply Corporation of perform- 
ing functions not related to its primary obligation of sup- 
plying gas to Distribution Corporation. 


The Federal Power Commission has jurisdiction over the 
abandonment by Sylvania and the acquisition by Supply 
Corporation of certain facilities being transferred to Sup- 
ply Corporation. No other State commission, and no 
Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration, 
as amended, has been given in the manner prescribed 
in Rule 23 promulgated under the Act (Holding Com- 
pany Act Release No. 19040), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that 
said application-decilaration, as amended, be granted 
and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19089/July 16, 1975 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


(70-5697) 


ORDER AUTHORIZING ISSUE AND SALE OF 
COMMON STOCK TO STOCKHOLDERS 


The Southern Company (“Southern’’), a registered 
holding company, has filed a declaration and amend- 
ments thereto with this Commission pursuant to 
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Sections 6(a) and 7 of the Public Utility Holding Company 
Act of 1935 (“Act’’) and Rule 50(a)(5) promulgated 
thereunder regarding the following proposed transactions. 


Southern proposes to issue and sell from time to time 
through March 16, 1976, a maximum of 3,000,000 
shares of its authorized but uninsured common stock, 
par value $5 per share, (““Additional Common Stock’’) 
pursuant to a Dividend Reinvestment and Stock Pur- 
chase Plan (“Plan’’). Southern intends to apply the 
proceeds from the sale of the Additional Common 
Stock (such proceeds estimated not to exceed $38,412,- 
325) toward the payment of short-term notes, for fur- 
ther equity investments as authorized by this Commis- 
sion (see HCAR No. 18924 (April 9, 1975).), and for 
other corporate purposes. 


The Additional Common Stock will be offered to all 
holders of record of Southern’s shares of common stock 
pursuant to a voluntary plan whereby shareholders may 
elect to invest their regular cash dividends and/or op- 
tional cash payments in the Additional Common Stock. 
The purchase price of the Additional Common Stock 
will be the average of the closing sale price on the New 
York Stock Exchange during the five trading days end- 
ing with the dividend payment date. The First National 
Bank of Atlanta will administer the Plan and make pur- 
chases of shares as agent for the participants. 


Participants in the Plan will be able to (a) have dividends 
on their shares of common stock automatically rein- 
vested, (b) continue to receive their cash dividends on 
shares registered in their names and invest by making 
optional cash payment of not less than $25 per pay- 
ment nor more than $3,000 per quarter, or (c) invest 
both their cash dividends and such optional cash pay- 
ments. No service charge or commission will be paid 
by participants in connection with purchases under 
the Plan. It is stated that, since the number of shares 
of Additional Common Stock which any shareholder 
may purchase under the Plan by reinvestment of cash 
dividends will be, like his dividend, proportionate to 
his holdings, the preemptive right of each shareholder 
will be maintained; and that, since optional cash pay- 
ments will be applied to the purchase of shares of 
Additional Common Stock only to the extent such 
Additional Common Stock is offered to and not pur- 
chased by holders of shares of common stock with 
their cash dividends and at the same purchase price 
as offered to such holders, preemptive rights will 
have been satisfied as to such shares of Additional 
Common Stock. 


Participants will retain all voting rights relating to 
shares purchased under the Plan and credited to 
their accounts, and shares will be voted in accord- 
ance with the instructions of the participant to whose 
account they are credited. A participant will be able 
to withdraw from the Plan at any time upon written 
notice. Also, without withdrawing from the Plan, a 
participant will be entitled to demand and receive a 
certificate representing the full shares of Additional 
Common Stock credited to his account. Southern 
reserves the right to suspend, modify (subject to 
Commission approval), or terminate the Plan at any 
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time. Southern will announce the Plan to its shareholders 
and advise them as to the manner by which they may 
participate therein by addressing to them a summary 
prospectus. All shareholders who join the Plan will be 
sent a copy of a complete prospectus. 


Fees and expenses to be incurred in connection with the 
proposed transactions are estimated at $192,300. No 
State or Federal commission, other than this Commis 
sion, has jurisdiction over the proposed transactions. 


Due notice of the filing of the declaration has been 

given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19062), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and 
in the interest of investors and consumers that said de- 
claration, as amended, be permitted to become effec- 
tive: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19090/July 17, 1975 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 74102 


(70-5601) 


MEMORANDUM OPINION AND ORDER APPROVING 
ACQUISITION OF AN INTEREST IN AN OIL AND 
GAS VENTURE; RESERVING JURISDICTION OVER 
ONE ASPECT OF CONTRACTUAL ARRANGEMENTS; 
AND DENYING A HEARING 


Public Service Company of Oklahoma (“PSO”), a wholly 
owned subsidiary of Central and South West Corpora- 
tion (“CSW”), a registered holding company, has filed 

an application and amendments thereto with this Com- 
mission, pursuant to Sections 9(a) and 10 of the Public 
Utility Holding Company Act of 1935 (“Act”). PSO is 

a public utility company engaged in the generation, 





transmission and distribution of electricity in eastern 
and southwestern Oklahoma. All of PSO’s present 
baseload generating facilities use natural gas a primary 
fuel and are equipped to substitute oi! for short periods 
when natural gas is unavailable. 


The transactions, which are the subject of the pending 
application, are intended to secure fuel supplies that 
PSO requires for its gas and oil fired generating units 
which are now in service or are expected to be com- 
pleted in 1976. PSO states that gas requirements for 
these units in 1977, for which no firm contracts have 
been obtained, will equal 42 trillion BTU, or about 42 
million mcf. These amount to about 28% of PSO’s 
expected fuel consumption in 1977. Increasing diffi- 
culties in securing firm gas supplies have lead PSO to 
turn to coal and nuclear generating units for baseload 
facilities scheduled for service after 1976. 


To obtain additional fuel supplies PSO and Varibus 
Corporation (““Varibus’’), a subsidiary of Gulf States 
Utilities Company, have undertaken an oil and gas 
exploration program. They entered into an agreement, 
effective September 1, 1971, with certain persons 
(collectively referred to as “Davis-McCoy”’), who 
undertook to secure or develop geological and geophy- 
sical data, on the basis of which they would acquire 

oil and gas rights in the form of leaseholds or other 
proprietary interests. They also agreed to conduct an 
exploration program and to manage the development 
of the properties to be acquired. PSO and Varibus, each 
a 50% owner, agreed to provide up to $5 million each 
to cover the cost of the first phase of the program, in- 
cluding 10% in fees to Davis-McCoy. The parties 

agreed to include under the program any interest ac- 
quired by any of them in the area to be explored and 
to use their best efforts to acquire, for the account of 
the program, interests held by third parties in prospects 
selected for exploratory drilling. 


Davis-McCoy were not required to invest any funds of 
their own for acquisitions or exploration. In addition 
to the 10% fee, they were to receive a 25% carried 
interest in all acquired leases and properties. This 
“carried interest” is a reversionary interest, and before 
Davis-McCoy participate, PSO and Varibus would be 
reimbursed from production for all costs associated 
with a series of drilling prospects in the acquired 
acreage. Each such drilling prospect is confined to a 
specified area of the total acreage, and losses or failures 
on one prospect are not carried over to another prospect 
for any of the parties. 


Davis-McCoy acquired, as owners of record, about 422,- 
000 net acres of oil and gas leaseholds located primarily 
in Alabama and Mississippi. As a 50% participant, PSO 
thus acquired a beneficial interest in about 211,000 net 
acres. About $9.8 million was spent through December 
31, 1974, for the acquisition and other costs. 


Three wells have been completed in the Chunchula 

area in Alabama on the eastern fringe of the properties 
acquired by Davis-McCoy. This area is under develop- 
ment by Union Oil Company, and the present discounted 
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value of PSO’s fractional interest therein is estimated at 
about $2.3 million. The rest of the net acreage in Ala- 
bama and Mississippi requires exploratory drilling and 
development. 


To meet the additional financing needed for drilling 

and exploration, a new agreement was negotiated on 
December 19, 1974, with Saga Petroleum U. S., Inc. 
(“Sage”), and Fred Olsen, Inc. (““Olsen’’). Saga is a 
United States subsidiary of a Norwegian limited partner- 
ship, Saga Petroleum A.S. & Co., engaged in oil explora- 
tion in several countries. Olsen is also a Norwegian based 
organization engaged in various investment activities, in- 
cluding investments in oil and gas acreage. 


Under this agreement (""Sage-Olsen”’), Saga, which 

would act as project operator, would provide $18 
million (80%) out of $22.5 million to be expended 

for exploration, well drilling and additional lease ac- 
quisitions in approximately 42 months from the 
effective date of the agreement. Olsen was to supply 

the other $4.5 million (20%). For these capital invest- 
ments, Saga and Olsen would receive a 50% ownership 

in 416,000 net acres in the Mississippi-Alabama area 
acquired under the Davis-McCoy Agreement, allocated 
80% to Saga and 20% to Olsen, or 40% and 10%, respect- 
tively, in the total of 416,000 net acres. The remaining 
6,000 acres are retained by PSO and Varibus for separate 
development. 


The agreement was amended in April after Olsen with- 
drew its participation. Under the amended agreement 
(“Sage Agreement”) PSO and Varibus each will supply 
$2,250,000 of the costs, and as successors to Olsen 
they will be entitled in equal shares to the 20% interest 
previously allocated to Olsen, or 10% to each. The two 
agreements are the same in all other essential respects. 


The acreage within the Sage Agreement is dispersed over 
an area of about 4,000 square miles, divided into 57 
geological prospects. The acreage excluded from the 
Saga Agreement consists of the already proven Chun- 
cula interest, some 1,500 acres in Oklahoma, also under 
development, and some small parcels on the Florida 
border. PSO expects to recover a substantial portion 

of its $5 million investment in the original Davis-McCoy 
venture from these discoveries, regardless of the out- 
come of the Sage-Olsen venture. 


Under the Saga Agreement, Saga will bear its propor- 
tionate share of all royalties and other burdens on 
production in favor of parties not signatories to the 
Saga Agreement. If these prior interests total less than 
25% of Saga’s, an overriding royalty for the difference 
is created for PSO and Varibus in equal shares. 


The Sage Agreement also deals with “bottom hole, 

dry hole and similar cash contributions.” Such pay- 
ments may be received from adjacent landowners to 
defray part of the costs of drilling an exploratory well. 
One-half of the contributions with respect to a dry 

hole will be paid to PSO and Varibus, as 50% owners 
under the Saga Agreement. On a successful well, they 
receive 12’2% of the contributions, and the other 872% 
is to be credited against the exploration costs. Since, 
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as noted below, Saga is entitled to recover its explora- 
tion costs from production, any such credit will benefit 
PSO and Varibus, as 50% owners, by an additional 
43-3/4% of these contributions. 


The Saga Agreement adjusts the carried interest of 
Davis-McCoy in acreage acquired for the program by 
Davis-McCoy prior to January 1, 1974. The interests 
thus acquired extend to about 399,000 of the 416,000 
net acres covered by the Saga Agreement. Davis-McCoy 
have agreed to release their reversionary interest (121%) 
in the 50% of the acreage to be acquired by Saga and 

by PSO and Varibus as successors to Olsen. The other 
50% retained by PSO and Varibus remain subject to 

the 12%% carried interest of Davis-McCoy. 


The Sage Agreement affirms the rights of Davis-McCoy 
in the remaining 17,000 net acres and in acreage that 
may be acquired prior to March 1, 1979. No significant 
acquisitions are contemplated. Any such acquisitions 
will be made to consolidate holdings in prospects to be 
explored. Under a separate agreement with Saga, Davis- 
McCoy have agreed to furnish technical consulting 
services to Saga, for which services PSO will pay certain 
fees and expenses. 


The acreage under the Saga Agreement will be developed 
in a series of prospects. Production will be divided for 
each prospect in proportion of 80% to Saga and 10% 
each to PSO and Varibus until they recover their ex- 
ploration costs in each prospect. Then production from 
each prospect will be divided among them in propor- 
tion 40%, 30%, and 30%, respectively, until PSO and 
Varibus recover their aliquot investments in the leases. 
Thereafter, all production will be apportioned 40% to 
Saga, 472% divided equally between PSO and Varibus, 
and 12%2% to Davis-McCoy. With respect to the 17,000 
acres acquired after January 1, 1974, and new acreage 
that may be acquired prior to March 1, 1979, all of 
which are subject to the 25% reversionary interest of 
Davis-McCoy, Saga will receive 30%, and 45% will be 
divided equally between PSO and Varibus. All of the 
foregoing divisions of production are subject to adjust- 
ment for the royalty interests previously noted. 


The Saga Agreement is subject to a condition precedent 
that PSO obtain the requisite approval of this Commis- 
sion to enter into the Saga Agreement and to carry out 
the contemplated program. PSO’s application with 
respect to the Saga-Olsen Agreement was filed on De- 
cember 31, 1974. Its amended application relating to 
the Saga Agreement was filed on April 18, 1975. A 
notice of filing was duly issued 1/ which gave interested 
persons an opportunity, not later than May 27, 1975, 
to request a hearing. 


On January 23, 1975, six wholesale customers of PSO 
(“petitioners’’) had filed a petition to intervene in a 
prior proceeding (File No. 70-5575) concerning a 
public sale of common stock by CSW. They requested 
consolidation of that proceeding with other matters, 
including the application of PSO with respect to its 
proposal under the Saga-Olsen Agreement. We auth- 
orized the common stock financing by CSW and denied 
consolidation. 2/ 
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We there stated that petitioners’ objections to PSO’s 
oil and gas ventures should be resolved in this pending 
proceeding to the extent that they are directed to 
matters within our jurisdiction, and our notice of fil- 
ing in this proceeding issued on May 2 so stated. A 
copy of the amended application was served on peti- 
tioners, and on May 27 they filed a petition to inter- 
vene and a request for a hearing. They repeated ver- 
batim their prior objections, making no attempt to 
reply to the answer that PSO had previously filed to 
these objections and served upon them. 


Section 9(a)(1) declares unlawful, unless approved by 
this Commission under Section 10, certain acquisitions 
by a registered holding company or a subsidiary com- 
pany thereof. The acquisitions thus proscribed include 
“any securities or utility assets or any other interest in 
any business.” The word “security” is defined in Sec- 
tion 2(a)(15) of the Act, and Section 9(a)(1) includes 
an acquisition of securities of a public utility or a 
nonutility company. The words “utility assets” are 
defined in Section 2(a)(18). The third category, which 
is pertinent here, is not defined. It includes “any other 
interest in any business.”” For purposes of Section 9(a) 
(1) it is not necessary that the acquisition extend to an 
entire enterprise. It covers the acquisition of an interest 
in any such business, other than securities or utility 
assets. 


The words in Section 9(a)(1) as they relate to an inter- 
est in a nonutility business are also found in Section 
11(b)(1). Generally Section 11(b)(1) limits the regis- 
tered holding company to a single integrated public 
utility system as defined in Section 2(a)(29). A non- 
utility interest is not part of the integrated system 

as so defined. Section 11(b)(1) treats it as another 
business, but it permits “the retention of an interest 
in any [such] business” if it bears a functional rela- 
tion to the integrated utility system. 3/ Section 11 
(b)(1) thus permits retention of coal mines or other 
sources of energy like oil and gas that are destined for 
consumption as fuel by the utility company. 4/ It 
also permits retention of a railway or pipeline that 

is employed in transporting fuel for that purpose. 5/ 


The identity in language we have noted is not a coin- 
cidence. Sections 9 and 10 are preventive in purpose. 

Their essential function is to avoid recreating, by ac- 
quisition, what Section 11(b) was designed to undo or 

to eliminate, and this statutory link is explicitly recog- 
nized in Section 10(c)(1) which prescribes that we not 
approve an acquisition that “is detrimental to the carrying 
of the provisions of Section 11.’ These reticulated pro- 
visions should be so applied as to effectuate their com- 
mon purpose. 


Sections 9(a)(1) and 10 must be interpreted in the con- 
text of Section 11{b), both in defining what is an ac- 
quisition of interest in a nonutility business, as dis- 
tinguished from a simple contractual arrangement, as 
well as the functional relation of that interest to utility 
operations. A restricted reading of Section 9(a)(1) in 
either respect would preclude our review of an acquisi- 
tion under Section 10, and thereby permit, without a 
prior order, an acquisition that might not be retainable 


under Section 11(b)(1). The limited and very explicit 
exemptions from Section 9(a), which Section 9(c) 
allows, underscores that Section 9(a) should be read 
comprehensively. 


We have no general authority over contractual arrange- 
ments between PSO and nonaffiliated companies, and, 
as an illustration, PSO did not require authorization 
under the Act to enter into its long-term contracts 
with its nonaffiliated suppliers. But the Saga Agree- 
ment and its predecessors are not mere contractual 
arrangements. PSO has acquired a substantial interest 
in oil and gas leases which will be explored and de- 
veloped, and has committed funds for their acquisi- 
tion and exploration pursuant to these agreements. 
Although its purpose is to secure additional fuel 
supplies, PSO as a participant in the venture assumed 
the kind of entrepeneurial risks that others assume 
when they engage in like ventures for profit. In a sta- 
tutory and economic sense, it is a business undertak- 
ing, for PSO no less than for Saga and Davis-McCoy 
which intend to sell rather than to consume, as fuel, 
their share of production. 


PSO’s participation in the venture is to meet estimated 
fuel requirements and as such the acquisition is con- 
sistent with Section 11(b)(1). Data submitted by PSO 
show existing and planned generating units, their capa- 
city, heat rate and anticipated fuel requirements. It is 
stated that present long-term contracts are not suffi- 
cient to meet its needs after 1976. PSO will take in 
kind all production to which it is entitled under the 
Saga Agreement. It and Varibus have the right of 

first refusal and the right to purchase, in equal shares, 
all production accruing to David-McCoy and up to 90% 
of Saga’s share of production as specified in the Saga 
Agreement. 


Petitioners state that there is ‘‘no certainty that the 
project will result in the development of fossil fuel” 
for PSO. But that is not a statutory requirement. An 
interest in another business, to qualify for retention 
or acquisition, must, in the words of Section 11(b)(1), 
be “reasonably incidental or economically necessary 
or appropriate” to the functioning of the utility sys- 
tem. Neither Section 11(b)(1) nor Section 10(c)(1) 
call for a finding in terms of the conceptual extreme 
petitioners propose. An interest in a business is in- 
herently subject to the risks and uncertainties of the 
business itself. Our order under Section 10 or Section 
11(b)(1) does not bear an apodictic pronouncement 
that the intended purpose of the acquisition or reten- 
tion will be attained. By the same token approval 
under Sections 10 and 11(b)(1) may not be withheld 
on the bare possibility that future events may dis- 
appoint or frustrate present expectations. 6/ 


We have approved retention of a nonutility business 
even when it appeared probable that as a result of 
technological changes to come that business will 
cease to have any functional value to the utility com- 
pany. 7/ Section 10 also allows approval of a budget 
program to explore for fuel reserves in specified areas 
and to acquire allied facilities. 8/ Recently we 
approved the acquisition of an interest in an experi- 
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mental project with the express understanding that if the 
project failed we should be promptly advised so that we 
may consider appropriate action. 9/ We shall approve 
PSO’s participation under the Saga Agreement upon the 
same understanding. 10/ 


In this PSO acquired unproven oil and gas leases, and 
their exploration under the Saga Agreement is in a real 
sense a venture into the unknown. PSO undertook this 
program to secure fuel supplies which it will require in 
the years ahead as an alternative or supplement to sup- 
ply arrangements pursuant to long-term contracts. PSO’s 
undertaking is a practical means to gain a substantial 
measure of autonomy to meet its fuel requirements 
when traditional purchases under long-term contracts 
are unavailable or are subject to curtailments or inter- 
ruption. 


We have also considered the ability of PSO to use fuel 
produced in the Alabama-Mississippi area. Pipeline 
transmission generally flows in the opposite direction, 
and PSO does not now contemplate direct transmission. 
It states that there are major producers and pipelines 
who operate both in Oklahoma as well as Alabama and 
Mississippi and that PSO can arrange, through exchanges 
of various kinds, for delivery of fuel locally. The same 
arrangements are open for fuel PSO has an option to 
purchase from Saga and Davis-McCoy. Such exchanges 
are not uncommon and reduce transportation costs for 
both parties. Petitioners do not deny the economic 
feasibility of the exchange of fuels. They suggest only 
as a possibility that it may not happen. 


We conclude under Section 10(c)(1) that the proposed 
acquisition is not detrimental to the carrying out of 
the provisions of Section 11. We see no need for a 
hearing to explore petitioners’ specualtions about what 
the exploration program will find and how any fuel 
discoveries will be available to PSO. Future develop- 
ments, not a hearing, can and will provide the answers. 


PSO’s acquisition is also subject to other provisions of 
Section 10 which, like Section 9(a)(1), distinguish be- 
tween acquisitions of securities, utility assets and other 
acquisitions. Section 10(a) specifies the information to 
be filed for each type of acquisition. Section 10(b) 
prescribes the substantive requirements for approval 
(other than those provided in Section 10(c)). Section 
10(e) permits us to impose terms and conditions with 
respect to an acquisition that we approve by order. 


Section 10(b)(2) governs acquisitions of securities or 
utility assets and provides for approval thereof unless 
we find, among other things, that the consideration is 
“not reasonable.’ Section 10(e) is limited to an order 
which approves the acquisition of securities or utility 
assets, and the terms and conditions that we may pre- 
scribe include “‘the price to be paid for such securities 
or utility assets.” Neither Section 10(b)(2) nor Section 
10(e) is thus applicable to an acquisition of an interest 
in another business. Such an acquisition is necessarily 
governed by Section 10(b)(3) under which we are di- 
rected not to approve any acquisition that 


**... will unduly complicate the capital structure 
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of the holding-company system of the applicant 
or will be detrimental to the public interest or the 
interest of investors or consumers or the proper 
functioning of such holding-company system.” 


The conspicuous omissions in Sections 10(b)(2) and 
10(e) are not to be considered grants of immunity as 
to price of nonutility interests. The statutory intent 
is to permit in the administration of Section 10 a 
greater allowance for the collective judgment of the 
contracting parties for such acquisitions. It does no 
more than recognize that the range of informed opin- 
ion as to value is considerably broader for unregu- 
lated adjuncts of a utility company than for the other 
acquisition subject to Section 10. Hence, the question 
is whether any of the terms of the acquisition or, in- 
deed, the acquisition itself has the effects proscribed 
by Section 10(b)(3). 


We are presented with a threshold question regarding 
PSO’s pending application under Section 10 for ap- 
proval of acquisitions which actually began in 1971 
without a prior order. It is suggested that its partici- 
pation in the venture with Davis-McCoy was only a 
phase of its authorized nonutility business. In 1945 
we approved PSO’s ownership of its fuel reserves 

and transmission facilities. 11/ We also approved 
PSO’s acquisition of the outstanding stock of Transok 
Pipe Line Company, which before and since the ac- 
quisition has been engaged in a continuous program 
to explore and acquire fuel reserves and to provide fa- 
cilities for transmission of fuel to PSO. 12/ In auth- 
orizing Transok’s later financings from time to time, 
we reviewed its capital requirements, including ex- 
penditures for projected explorations for fuel and 
proposed lease acquisitions. 13/ 


The orders we issued with respect to Transok are 

not vicarious authorizations for PSO, its parent, and 
the 1945 order as to PSO was limited to the reten- 
tion of the properties therein described. PSO was not 
authorized to undertake the venture presented to us, 
which is substantial and in areas in which PSO hereto- 
fore had no interest. 


Failure to secure authorization at the outset is no bar 
to approval, in our discretion, of an application under 
Section 10 when it is presented to us at a later date. 
14/ We will approve PSO’s acquisition of all rights 
and interests as a participant in the venture as de- 
fined and negotiated under the Saga Agreement, but 
we do so in recognition of our national problems of 
energy supply and PSO’s manifest and critical need 
to secure additional sources of fuel. But our approval 
should not be considered as a guiding precedent. We 
expect companies subject to the Act to comply with 
Section 10, and our decision today should eliminate 
any misconceptions about the applicability of Sec- 
tions 9(a)(1) and 10 to fuel procurement and allied 
facilities and arrangements. 15/ 


PSO’s participation interest under the Sage Agreement 
is in accord with Section 10(b) and we make no ad- 

verse findings under Section 10(b)(3). The contracting 
Parties are not affiliated with one another and the Saga 
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Agreement was negotiated at arm’s length, each with 


strong incentives to maximize its share of the venture. 
The type of agreement they negotiated conforms gen- 


erally with industry practice. 


PSO, as 50% owner with Varibus, is entitled to its 
allotted share of fuel discoveries, but without the 
economic risks of providing capital for exploration 
drilling. These risks were first assumed by Saga and 
Olsen, who agreed to provide $22.5 million in funds 
for that purpose in exchange for a 50% interest. 

This was modified by the Saga Agreement pursuant 
to which PSO and Varibus each assumed 10% of the 
costs and benefits of the exploration as successors to 
Olsen, with no other changes in terms. Saga’s share 
of production is in proportion to its ownership in- 
terest, and under the Saga Agreement it granted PSO 
and Varibus the option to purchase Saga’s share of 
production at market, as there defined and specified. 
if the venture succeeds, the option provides PSO 
another source of supply if at the time better alterna- 
tives should not be available. 


Petitioners do not object to what PSO acquires and 
retains under the Saga Agreement. Their chief com- 
plaint is to what PSO has given up. They request 

a hearing in order to ascertain whether in its negotia- 
tions with Saga and Olsen PSO obtained the best 
terms or might have done better. 


There is no need to have a hearing for that purpose. 
The Saga Agreement represents the collective judg- 
ment of the parties as to risks they were willing to 
assume and the benefits they hope to obtain. That 
is the essence of the bargain they made when they 
signed the agreement. Which one of them was the 
better player and negotiated more adroitly depends 


upon the exploratory drillings to which Saga has com- 


mitted its funds and its services as operator. A hear- 
ing will not provide us what only judgments of hind- 
sight will reveal. 


Petitioners question the participation accorded to 
Davis-McCoy who, without contributing capital to 
the venture, have a carried interest in production in 
addition to 10% in fees paid to them. PSO asserts 
that their expert knowledge and experience were 
essential to the program and that their participation 
conforms to the manner in which such ventures are 
arranged. This is not an issue which we can decide 
without a fuller examination of the pertinent facts. 
Davis-McCoy have agreed that the other issues pre- 
sented by the application may be decided and that 
jurisdiction may be reserved as to the grant of the 
carried working interest to Davis-McCoy insofar as it 
affects only the interest to be retained by PSO pur- 
suant to the Saga Agreement. 


The Saga Agreement also contemplates other acqui- 
sitions, dispositions, farm-outs and farm-ins of lease- 
hold interests and other transactions of the kind 
normally incidental to the exploration and develop- 
ment of oi! and gas properties. Such transactions are 
consistent with Section 10. It is neither necessary 
nor appropriate for us to pass on these individual 








transactions which are incident to the business in which 
PSO is acquiring an interest. The oil and gas business 
necessarily calls for transactions in such properties, 
which depend on judgments that may change rapidly 
as knowledge of the area under exploration improves. 


It is not necessary to discuss other objections filed by 
petitioners. To an extent they are based upon a mis- 
understanding of various provisions in the Saga Agree- 
ment and its immediate predecessor. Others are di- 
rected to administration and operating arrangements 
to carry out the exploration program. They are highly 
remote and indeed irrelevant to the issues under Sec- 
tion 10 of the Act. 


PSO proposes to file with us quarterly pursuant to 
Rule 24 on operations and expenditures made and 
on interests acquired and disposed of within the 
context of the Saga Agreement. We request for our 
convenience that PSO also file with us quarterly a 
copy of reports it submits to the Federal Power Com- 
mission on FPC Form 423. 


IT iS ORDERED, accordingly, that the application 
filed herein, as amended, be, and it hereby is, granted 
effective forthwith subject to terms and conditions 
prescribed by Rule 24, including the filing of quarter- 
ly reports heretofore specified; 


IT IS FURTHER ORDERED that jurisdiction be, and 
it hereby is, reserved for hearing with respect to the 
carried working interest of Davis-McCoy but only in- 
sofar as it affects the interest to be retained by PSO 
pursuant to the Saga Agreement; and 


IT 1S FURTHER ORDERED that the request of peti- 
tioners for a hearing be, and it hereby is, denied, sub- 
ject to the reservation of jurisdiction, as aforesaid. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Holdirig Company Act Release 18968 (May 2, 
1975). 


2/ Holding Company Act Release 18800 (February 3, 
1975). 


3/ Michigan Consolidated Gas Company v. SEC 

444 F. 2d 913, 916, 917 (CADC, 1971); Arkansas 
Natural Gas Corporation v. SEC, 154 F. 2d 597, 

599 (CA 5, 1946), cert. denied, 329 U.S. 738 (1946); 
North American Company v. SEC, 133 F. 2d 148, 
152-153 (CA 2, 1943), aff’d, 327 U.S. 686 (1946) 

as to constitutionality. 


4/ Middle West Corporation, 18 SEC 296, 305-307 
(1945); Public Service Company of Oklahoma, 37 
SEC 456 (1956); and Central and South West Cor- 
poration, Holding Company Act Release 14555 
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(1961), all dealing with applicant's fuel supply. Cf 
The North American Company, 29 SEC 521 (1949); 
Philadelphia Company, 28 SEC 35, 82-84 (1948), 
aff'd, 177 F. 2d 720 (CADC, 1949); Peoples Light 
& Power Co., 20 SEC 357, 382-383 (1945). 


5/ Panhandle Eastern Pipeline Company v.SEC, 
170 F. 2d 453 (CA 8, 1948); Philadelphia Com- 
pany, 28 SEC 35, 82 (1948); North American Com- 
pany, 11 SEC 194, 226-228 (1942); Central and 
South West Corporation, Holding Company Act 
Release 14555 (1961). 


6/ Panhandle Eastern Pipeline Company v. SEC, 
170 F. 2d 453, 465 (CA 8, 1948). 


7/ United Light & Railways Company, 27 SEC 441, 
471-473 (1947), aff'd, Panhandle Eastern Pipeline 
Company v. SEC, 170 F. 2d 453, 462-463 (CA 8, 
1948). See also Cities Service Power & Light Co., 

14 SEC 28, 68-69 (1943). 


8/ Middle South Utilities, Inc., Holding Company 
Act Release 18221 (December 17, 1973). 


9/ Columbia Gas System, Inc., Holding Company 
Act Release 18749 (December 31, 1974). 


10/ Section 11(b)(1) provides that an order per- 
mitting retention of any property or interest may 
be revoked or modified if the Commission finds 
“that the conditions upon which the order was 
predicated do not exist.” 


11/ Middle West Corporation, 18 SEC 296, 305- 
307 (1945). 


12/ Public Service Company of Oklahoma, 37 
SEC 456 (1956); and Central and South West 
Corporation, Holding Company Act Release 
14555 (1961). 


13/ Transok Pipe Line Company, Holding Com- 
pany Act Release 16780 (July 14, 1970); Hold- 
ing Company Act Release 17404 (December 21, 
1971); Holding Company Act Release 18652 
(November 12, 1974); Holding Company Act 
Release 18984 (May 13, 1975). 


14/ American Electric Power Company, 43 SEC 
407, 424-425 (1967); Eastern Gas & Fuel Asso- 
ciates, 43 SEC 524, 542-545 (1967). See also 
Graham Newman Corporation, 28 SEC 133 (1948); 
The Great American Life Underwriters, Inc., 41 
SEC 1, 25-28 (1960), aff'd sub nom., Hennesey 

v. SEC, 293 F. 2d 48 (CA 3, 1961); The Adams 
Express Company, 18 SEC 622 (1945); 19 SEC 
565 (1945). 


15/ See Middle South Utilities, Inc., Holding Com- 
pany Act Release 18221 (December 17, 1973). 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19091/July 17, 1975 


See Securities Act Release No. 5597/July 17, 1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19092/July 17, 1975 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
MIDDLE SOUTH ENERGY, INC. 
New Orleans, Louisiana 


(70-5647) 


SUPPLEMENTAL ORDER EXTENDING TIME FOR 
THE ISSUANCE AND SALE OF COMMON STOCK 
BY SUBSIDIARY COMPANY TO HOLDING COM- 
PANY 


Middle South Utilities, Inc. (“Middle South”), a regis- 
tered holding company, and Middle South Energy, Inc. 
(“MSEI”), a subsidiary company of Middle South, 
have filed with this Commission a post-effective amend- 
ment to the application-declaration in this proceeding 
pursuant to Sections 6(a), 7, 9(a), and 10 of the Pub- 
lic Utility Holding Company Act of 1935 (“‘Act’’) re- 
garding the following proposed transactions. 


By order in this proceeding dated April 15, 1975 
(HCAR No. 18936), MSE! was authorized to issue 
and sell to Middle South, and Middie South was 
authorized to acquire, from time to time through and 
including August 1, 1975, 20,000 shares of its com- 
mon stock, no par value, at a price of $1,000 per 
share for an aggregate purchase price of $20,000,000. 
Middle South and MSEI believed it to be preferable 
for the new common stock to be sold at times coin- 
ciding with MSEI’s cash needs, which are primarily 
determined by the nature and pace of the construc- 
tion work on its Grand Gulf Nuclear Electric Station 
near Vicksburg, Mississippi. Sales occurred on the 
dates and in the amounts as follows: 


May 16, 1975 - 5,000 shares; 
May 23, 1975 - 2,000 shares; 
June 3, 1975 - 2,000 shares; 
and July 3, 1975 - 5,000 shares. 
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As of August 1, 1975, MSE! will not have issued and 
sold the remaining 6,000 shares of authorized new com- 
mon stock. Accordingly, it has been requested that the 


Commission extend the period during which such remain- 


ing 6,000 shares of new common stock may be sold 
through and including August 31, 1975. In all other 
respects the transactions remain unchanged. 


No State commission and no Federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 

rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consum- 
ers that said application-declaration, as heretofore 
amended and as further amended by said post-effective 
amendment, be granted and permitted to become effec- 
tive: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as heretofore amended and as further 
amended by said post-effective amendment, be, and it 
hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions of Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8852/July 16, 1975 


In the Matter of 


PUERTO RICAN INVESTORS FUND, INC. 
16 Taft Street 

Apartment 3 

Santurce, Puerto Rico 00911 


(811-1286) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
8(f) OF THE ACT FOR AN ORDER DECLARING THAT 





APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that on May 23, 1975, 
Puerto Rican Investors Fund, Inc. (“Applicant’’) regis- 
tered as an open-end, non-diversified management in- 
vestment company under the Investment Company Act 
of 1940 (“Act”), filed an application pursuant to Sec- 
tion 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons 
are referred to the application on file with the Commis- 
sion for a statement of the representations contained 
therein which are summarized below. 


Applicant was incorporated under the laws of Puerto 
Rico on June 30, 1964, and registered under the Act 
on September 29, 1964. 


On June 19, 1974, Applicant's board of directors 
voted to submit a proposal for Applicant's dissolution 
to its shareholders, and, at a meeting held for that 
purpose on August 23, 1974, such shareholders duly 
authorized the dissolution of Applicant and the dis- 
tribution of its assets. Subsequently, Applicant's port- 
folio was liquidated, and its total net assets of $161,- 
246.85 were distributed on a pro rata basis to Appli- 
cant’s shareholders as of August 23, 1974. 


Applicant states that it has no assets and no liabilities 
and that its corporate existence was terminated pur- 
suant to the laws of its jurisdiction of incorporation. 
For these reasons, Applicant requests that the Com- 
mission issue an order declaring that Applicant has 
ceased to be an investment company. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, upon application, 
finds that a registered investment company has ceased 
to be an investment company, it shall so declare by 
order, and upon the taking effect of such order the 
registration of such company shall cease to be in 
effect. 


NOTICE IS HEREBY GIVEN that any interested per- 
son may, not later than August 13, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such re- 
quest, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be no- 
tified if the Commission should order a hearing there- 
on. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles 
from the point of mailing) upon the Applicant at the 
address stated above. Proof of such service (by affi- 
davit, or in case of attorney at law, by certificate) 
shall be filed contemporaneously with the request, 

as provided by Rule 0-5 of the Rules and Regula- 
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tions promulgated under the Act an order disposing 
of the application will be issued as of course following 
August 13, 1975, unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, 

or advice as to whether a hearing is ordered, will re- 
ceive any notices or orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8853/July 16, 1975 


In the Matter of 


INVESCO EQUITY FUND, INC. 
34 Peachtree Street 
Atlanta, Georgia 30303 


(811-2209) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On May 2, 1975, Invesco Equity Fund, Inc. (““Appli- 
cant”) an open-end, diversified management invest- 
ment company registered under the Investment Com- 
pany Act of 1940 (“Act”) filed an application pursu- 
ant to Section 8(f) of the Act for an order of the 
Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. 


On June 13, 1975, a Notice (Investment Company 

Act Release No. 8823), was issued on the filing of said 
application. The notice gave interested persons an op- 
portunity to request a hearing and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
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the Act, that the registration of Invesco Equity Fund, 
Inc., shall cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8854/July 16, 1975 


In the Matter of 


INVESCO INCOME FUND, INC. 
34 Peachtree Street 
Atlanta, Georgia 30303 


(811-2373) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On May 2, 1975, Invesco Income Fund, Inc. (“Appli- 
cant’) an open-end diversified management invest- 
ment company registered under the Investment Com- 
pany Act of 1940 (“Act’’) filed an application pursu- 
ant to Section 8(f) of the Act for an order of the 
Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. 


On June 13, 1975, a Notice (Investment Company 
Act Release No. 8822), was issued on the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be issued 
as of course unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commis- 
sion has not ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) 
of the Act, that the registration of Invesco Income 
Fund, Inc., shall cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8855/July 16, 1975 


EQUITY GROWTH FUND OF AMERICA, INC. 
EQUITY PROGRESS FUND, INC. 


2777 Allen Parkway 
Houston, Texas 77019 


(812-2775) 


ORDER PURSUANT TO SECTION 17(b) OF THE 
ACT EXEMPTING A PROPOSED TRANSACTION 
FROM SECTION 17(a) OF THE ACT 


Equity Growth Fund of America, Inc. (“Growth”) 

and Equity Progress Fund, Inc. (collectively, “Appli- 
cants”) both open-end, diversified management in- 
vestment companies registered under the Investment 
Company Act of 1940 (“Act”), filed an application on 
March 10, 1975, and amendments thereto on April 

24, 1975, and June 3, 1975, pursuant to Section 17(b) 
of the Act for an order of exemption from the provi- 
sions of Section 17(a) of the Act to permit the pro- 
posed merger of Progress into Growth. 


On June 12, 1975, a notice was issued (Investment 
Company Act Release No. 8818) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application might be issued on 
the basis of the information stated in the application 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered and it has been found, 
on the basis of the information stated in the applica- 
tion, that the terms of the proposed transaction are 
reasonable and fair and do not involve overreaching 

on the part of any person concerned, and that the 
Proposed transaction is consistent with the policies 

of Equity Growth Fund of America, Inc. and with 

the general purposes of the Act. 


IT IS ORDERED, effective forthwith, pursuant to 
Section 17(b) of the Act, that the proposed merger 
of Equity Growth Fund of America, Inc. and Equity 
Progress Fund, Inc., be, and hereby is, exempted 
from the provisions of Section 17(a} of the Act. 


For the Commission, by the Division of Investment 








Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8856/July 16, 1975 


In the Matter of 


CARDINAL TAX-EXEMPT BOND FUND 
FIRST SERIES 
(AND SUBSEQUENT SERIES) 


and 


THE OHIO COMPANY 
51 North High Street 
Columbus, Ohio 43215 


(812-3819) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER 
OF EXEMPTION FROM THE PROVISIONS OF 
SECTION 14(a) OF THE ACT AND RULES 19b-1 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Cardinal Tax- 
Exempt Bond Fund, First Series (“Fund”), a unit 
investment trust registered under the Investment 
Company Act of 1940 (““Act’’) and its sponsor, The 
Ohio Company (“Sponsor”) (hereinafter the Spon- 
sor and the Fund are referred to collectively as ““Ap- 
plicants”), have filed on June 12, 1975, an applica- 
tion pursuant to Section 6(c) of the Act for an 
order of the Commission exempting the Fund 

(and subsequent Series) (hereinafter referred to 
collectively as ““Funds”) from the provisions of 
Section 14(a) of the Act and exempting the fre- 
quency of capital gains distributions of the Funds 
and the secondary market operations of Sponsor 
from the provisions of Rule 19b-1 and Rule 22c-1, 
respectively, under the Act. All interested persons 
are referred to the application on file with the Com- 
mission for a statement of the representations con- 
tained therein, which are summarized below. 


The Sponsor has filed a Form S-6 Registration State- 
ment under the Securities Act of 1933 ("1933 Act”) 
covering a maximum of 7500 Units of fractional 
undivided interests in the Fund (hereinafter called 
“Units”) to be offered to investors at a public offer- 
ing price set forth in the prospectus included in the 
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$-6 Registration Statement. The number of Units being 
registered includes 2,500 Units which will be resold 
from time to time by the Sponsor in connection with 
its secondary market activities. The 1933 Act Regis- 
tration Statement has not yet become effective. The 
Sponsor has also filed a Form N&-A Notification of 
Registration and a Form N-8B-2 Registration State- 
ment under the Act relating to the Fund. 


Cardinal Tax-Exempt Bond Fund, First Series, and 
each future Series will be governed by a trust agree- 
ment for that Series (hereinafter called the “Agree- 
ment’), which will be executed within two months 

of the registration of such Series with the Securities 
and Exchange Commission, and under which the 
Sponsor will act as such, The United States Trust Com- 
pany of New York will act as Trustee, and Standard & 
Poor’s Corporation will act as Evaluator, The Agree- 
ment for each Series will contain standard terms and 
conditions of trust common to all Funds. Pursuant 

to the Agreement, the Sponsor will deposit with the 
Trustee not less than $3,000,000 principal amount 

of bonds which the Sponsor shall have accumulated 

for such purpose. Simultaneously with such deposit the 
Trustee will deliver to the Sponsor registered certificates 
for not less than 3,000 Units which will represent the 
entire ownership of the Series. These Units are in turn 
to be offered for sale to the public by the Sponsor. 


Applicants state that such bonds will not be pledged 

or be in any other way subjected to any debt at any 
time after the bonds are deposited in the Funds. All 

of such bonds will be interest-bearing obligations of 
states and territories of the United States, and polli- 
tical subdivisions and authorities thereof, the inter- 

est on which is exempt from federal income taxation. 
In selecting such bonds, the following factors are con- 
sidered: (i) Standard & Poor’s Corporation rating of 
“BBB” or better, or equivalent; (ii) the price of the 
bonds relative to other bonds of similar quality and 
maturity; (iii) diversification of the bonds as to the 
purpose of issue; and (iv) income to the certificatehold- 
ers of the Funds. In the opinion of counsel, none of the 
Funds will be associations taxable as corporations under 
the Internal Revenue Code and, to the extent that in- 
come of any Series consists of interest excludable from 
gross income under the Internal Revenue Code, such 
income is excludable from the gross income of the 
certificateholders when distributed to them. 


The assets of the Funds will consist of the bonds initially 
deposited, such other bonds as may continue to be held 
from time to time in exchange or substitution for any 

of the bonds upon certain refundings, accrued and un- 
distributed interest, and undistributed cash. Certain of 
these bonds may from time to time be sold under the 
special circumstances set forth in the Agreement or may 
be redeemed or may mature in accordance with their 
terms. The proceeds from such dispositions wil! be dis- 
tributed to certificateholders and not reinvested. There 
is no provision in the Agreement for the sale and rein- 
vestment of the bonds, and such activity will not take 
place. 
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interest in that Series. The numerator of the fractional 
interest represented will be 1; the denominator, the num- 
ber of Units then in the particular Series Units will be re- 
deemable. In the event that any Units shall be redeemed, 
the denominator of such fraction will be reduced and 
the fractional undivided interest represented by each 
Unit increased. Units will remain outstanding until re- 
deemed or until the termination of the Agreement. The 
Agreement may be terminated with respect to any par- 
ticular Series upon approval by 66-2/3% of the certifi- 
cateholders of such Series or, in the event that the value 
of the bond and a particular Series shall fall below 20% 
of the principal amount of the bonds initially deposited 
in such Series, upon direction of the sponsor to the 
Trustee. There is no provision in the Agreement for the 
issuance of any Units after the initial offering of Units 
(except to the extent that the secondary trading by the 
Sponsor in the Units is deemed the issuance of Units 
under the Act) and such activity will not take place. 


While the Sponsor undertakes no obligation to do so, 
it is its intention to maintain a market for Units of 
each series and continuously to offer to purchase such 
Units at prices in except of the redemption prices as 
set forth in the Agreement. In the absence of such a 
market, certificateholders may only be able to dispose 
of their Units by redemption. 


Section 14(a) 


Section 14(a) of the Act requires that a registered in- 
vestment company, prior to making a public offering 
of its securities, (a) have a net worth of $100,000, 
(b) have previously made a public offering and at 
that time have had a net worth of $100,000, or (c) 
have made arrangements for at least $100,000 to be 
paid in by 25 or fewer persons before acceptance of 
public subscription. 


Applicants seek an exemption from the provisions of 
Section 14(a) in order that a public offering of Units 
of the Funds as described above may be made. In 
connection with the requested exemption from Sec- 
tion 14(a) the Sponsor agrees (i) to refund on demand 
and without deduction the sales load to purchasers of 
Units of any Series if, within 90 days after the regis- 
tration of a Series under the Security Act of 1933 be- 
comes effective, the net worth of such Series shall be 
reduced to less than $100,000, or if such Series is ter- 
minated; (ii) to instruct the Trustee on the date the 
bonds are deposited in each Series that if any series 
shall at any time have a net worth of less than 20% 
of the principal amount of bonds initially deposited 
in such Series as a result of redemption by the Spon- 
sor of Units constituting a part of the unsold Units, 
the Trustee shall terminate such Series in the manner 
provided in the Agreement and distribute any bonds 
or other assets deposited with the Trustee pursuant 
to the Agreement as provided therein; and (iii) in 

the event of termination for the reasons described in 


Each Unit of a Series will represent a fractional undivided 
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in (ii) above, to refund any sales load to any purchaser 
of Units purchased from the Sponsor on demand and 
without any deduction. 


Rule 19b-1 


Rule 19b-1(a) provides in substance that no registered 
investment company which is a “regulated investment 
company” as defined in Section 851 of the Internal 
Revenue Code shall distribute more than one capital 
gain dividend in any one taxable year. Paragraph (b) 
of the Rule contains a similar prohibition for a com- 
pany not a “regulated investment company” but per- 
mits a unit investment trust to distribute capital gain 
dividends received from a “‘regulated investment com- 
pany” within a reasonable time after receipt. 


Distributions of principal and interest to certificate- 
holders of each Series are to be made quarterly. Dis- 
tributions of principal constituting capital gains to 
certificateholders may arise in two instances: (1) If 
an issuing authority calls or redeems an issue held in 
the portfolio, the sums received by the Series will be 
distributed to a certificatehoider on the next distri- 
bution date; and (2) if units are redeemed by the 
Trustee and bonds from the portfolio are sold to pro- 
vide the funds necessary for such redemption each 
certificateholder will receive his pro rata portion of 
the proceeds from the bonds sold. In such instances, 
a certificateholder may receive in his distribution 
funds which constitute capital gains, since in some 
cases the value of the portfolio bonds redeemed or 
sold may have increased since the date of initial de- 
posit. 


As noted, paragraph (b) of Rule 19b-1 provides that 
aunit investment trust may distribute capital gain 
dividends received from a ‘‘regulated investment com- 
pany” within a reasonable time after receipt. Appli- 
cants assert that the purpose behind such provision 

is to avoid forcing unit investment trusts to accumu- 
late valid distributions received throughout the year 
and distribute them only at year end, and that the 
operations of the Funds in this regard are squarely with- 
in the purpose of such provision. However, in order to 
comply with the literal requirements of the Rule, the 
Funds would be forced to hold any monies which 
would constitute capital gains upon distribution until 
the end of its taxable year. The application contends 
that such a practice would clearly be to the detriment 
of the certificateholders. 


In support of the requested exemption, the application 
States that the dangers against which Rule 19b-1 is 
intended to guard do not exist in the situation at hand 
since neither the Sponsor nor any Series has control 
over events which might trigger capital gains, /:e., 

the tendering of Units for redemption and the prepay- 
ment of portfolio bonds by the issuing authorities. In 
addition, it is alleged that the amounts involved in a 
normal distribution of principal are relatively small 

in comparison to the normal interest distribution, and 





such distributions are clearly indicated in accompany- 
ing reports to certificateholders as a return of princi- 
pal. 


Rule 22c-1 


Rule 22c-1 provides, in pertinent part, that no regis- 
tered investment company issuing any redeemable 
security, and no dealer in any such security, shall 
sell, redeem, or repurchase any such security except 
at a price based on the current net asset value of such 
security which is next computed after receipt of a 
tender of such security for redemption or of an order 
to purchase or sell such security. 


Applicants seek an order exempting the secondary 
market operations of the Sponsor from the provi- 
sions of Rule 22c-1 under the Act. Applicants 

assert that the pricing by the Sponsor in the second- 
ary market will in no way affect the Funds’ assets, 
and that the public certificateholders will benefit 
from such pricing procedure by receiving a normally 
higher repurchase price for their Units without the 
cost burden of daily evaluations of the Unit redemp- 
tion value. In addition, Applicants state that the Spon- 
sor has undertaken to adopt a weekly pricing proce- 
dure whereby the Evaluator will make a formal eval- 
uation on the last business day of each week, and 
will provide estimated evaluations on trading days 
between formal evaluations. In the case of a repur- 
chase, if the Evaluator cannot state that the previous 
Friday’s price is at least equal to the current bid 
price, the Sponsor will order a full evaluation. The 
Sponsor agrees, in the case of resale of Units in the 
secondary market, that if the Evaluator cannot state 
that the previous Friday’s price is not more than 
one-half point $5.00 on a unit representing $1,000.00 
principal amount of underlying bonds) greater than 
the current offering price, a full evaluation will be 
ordered. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, securi- 
ties, or transactions from any provisions of the Act 
or of any rule or regulation under the Act, if and to 
the extent such exemption is necessary or appropri- 
ate in the public interest and consistent with the 
protection of investors and the purposes faitly in- 
tended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 8, 1975, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission orders a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
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mission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air 

mail if the person being served is located more than 
500 miles from the point of mailing) upon the Appli- 
cants at the address stated above. Proof of such ser- 
vice (by affidavit, or in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application herein will be 
issued as of course following said date, unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is 
ordered, will receive any notices or orders issued in 
the matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Reguiation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6981/July 11, 1975 


SEC v. FINANCIAL CORPORATION 
AND ELDON MILLER 
(SDNY, 75 Civ. 3391) 


The Securities and Exchange Commission today announced 
that on July 10, 1975, United States District Judge John 
M. Cannella of the Southern District of New York entered 
an order of preliminary injunction enjoining defendants 
Financial Corporation (“Financial”) and Eldon Miller 
(“Miller’’) of Kansas City, Missouri and New York City, 
from further violations of Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder, and an 
order appointing Spencer S. Marsh, Jr. a temporary receiv- 
er for the assets of defendant Financial. 


The defendants consented to the entry of the order of pre- 
liminary injunction and appointment of the temporary re- 
ceiver without admitting or denying the allegations of the 

Commission's complaint. 


In its complaint, the Commission alleged that defendant 
Financial, a corporation wholly-owned and controlled by 
defendant Miller and his wife, is engaged in the business 
of purchasing and selling government securities. In addi- 
tion, in connection with certain of its sales of these securi- 
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ties, defendant Financial entered into “repurchase agree- 
ments,” whereby Financial was obligated to repurchase 
the government securities sold by it, and to pay interest 
on the principal amount of the transaction until maturity 
of the repurchase agreement or the event of repurchase. 
As a result of the repurchase agreement, the other party 
is not intended to suffer the risk of market fluctuations 
in the government security, but relies on Financial for its 
rate of return and the quality of the collateral. 


The Commission's complaint further alleges that Financial 
is insolvent, and that in connection with its transactions in 
government securities, Financial entered into these repur- 
chase agreements at a time when Financial and Miller knew, 
or should have known, that Financial would not be able to 
meet its obligations on these repurchase agreements as 
they came due. 


The order of the Court appointing the temporary receiver 
also empowered the temporary receiver to take all reason- 
able steps to assure that all repurchase agreements are hon- 
ored by Financial and, if not, that any collateral sold by 
the holder of the repurchase agreement be sold at a price 
reasonably related to the current market price for such 
collateral. In taking such steps the receiver is authorized 
to confer with appropriate sources of information, includ- 
ing the Federal Reserve Bank of New York. 


The Court also ordered all holders of “‘repurchase agree- 
ments” to give reasonable notice to said receiver of their 
intention to sell such collateral and the approximate value 
to be received from such sale. 





Litigation Release No. 6982/July 15, 1975 


SEC v. HOLIDAY MAGIC, INC., et al. 
(ND CA) 


Gerald E. Boltz, Regional Administrator of the Los An- 
geles Regional Office, William D. Moran, Regional Admin- 
istrator of the New York Regional Office, and Leonard H. 
Rossen, Associate Regional Administrator of the San Fran- 
cisco Branch Office of the Securities and Exchange Com- 
mission today announced that on July 7, 1975, the Hon- 
orable Lloyd H. Burke, United States District Judge for 
the Northern District of California, entered Final Judg- 
ments of Permanent Injunction against all individual de- 
fendants in the Commission’s action against Holiday 
Magic, Inc. The individuals against whom the Judgments 
were entered are Roland R. Nocera, Harold A. Lipska, 

H. K. White, John T. Carr, M. Stanton Thames, Paul F. 
Skvaril, Alfred W. Pangerl, Eric Alexander, Andrew Ber- 
liner, James Hearn, Michael Haburay, and William Demp- 
sey. By the terms of these Judgments, the individual 
defendants, without admitting or denying the allegations 
of the Complaint, are enjoined from violations of the re- 
gistration provisions of the Securities Act of 1933 and 
the antifraud provisions of that Act and the Securities 
Exchange Act of 1934, in connection with the offer, pur- 
chase and sale of any security, including but not limited 
to, stock, promissory notes, and participations in a pyra 
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mid-promotion scheme,which the defendants had desig- 
nated, among other things, as “master distributorships” 
and “general distributorships.”” Permanent injunctions 
were previously entered against the corporate defendants 
in this action on April 1, 1974 and against the William 
Penn Patrick Trust on July 18, 1974. 


The Complaint, filed on June 28, 1973, alleged that the 
defendants engaged in the fraudulent operation of a py- 
ramid-promotion, or endless-chain scheme, under the 
guise of marketing various consumer products. 


On April 1, 1974, Judge Burke appointed Marvin G. Gio- 
mett, Esq. as Special Counsel to supervise the judgments 
entered against the Holiday Magic corporate defendants, 
including the funding of a Restitution Fund established 
for the benefit of investors. The Special Counsel is con- 
tinuing to process investors’ claims on the Restitution 
Fund. Any inquiries with respect to this Fund should be 
directed to Marvin G. Giometti, Special Counsel, Box 
3269, Main Post Office, San Francisco, California 94119. 


For further information, see Litigation Release Nos. 
5961 and 6314. 





Litigation Release No. 6983/July 15, 1975 


SEC v. STANDARD LIFE CORPORATION, et al. 
(W.D. Okla.) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
today announced that on July 2, 1975, Federal District 
Judge Fred J. Daugherty, in Oklahoma City, Oklahoma, 
entered orders of permanent injunction by consent against 
Gulf South Corporation, Gulf South Mortgage Investors, 
Gulf South Advisors, Ltd., National Guaranty Insurance 
Company, Leonard H. Savage, C. Wayne Litchfield, Ann 
F. Merchant, and Clifford A. Wilson, all of Oklahoma City, 
Ernest C. Neuman, Mount Pleasant, Texas, formerly of 
Oklahoma City, and Family Loan, Inc. and Robert R. 
Piland, of Springfield, Missouri, enjoining them from ‘ur- 
ther violations of the federal securities laws as alleged in 
the Commission’s Complaint. The defendants consented 
to the entry of the permanent injunctions without ad- 
mitting or denying the allegations of the Complaint. 


The Commission’s Complaint alleged that Leonard Sav- 
age, Litchfield, Merchant, Wilson, Neuman, Piland, Na- 
tional Guaranty Insurance Company, Gulf South Corpor- 
ation, and Family Loan, Inc. engaged in a course of con- 
duct calculated to conceal, camouflage and misrepresent 
the financial dealings and conditions of Standard Life 
Corporation, its insurance company subsidiaries, and 
numerous affiliated entities in connection with the offer 
for sale, sale, and purchase of securities of Standard Life 
Corporation, Standard Life and Accident Insurance Com- 
pany, Gulf South Corporation, and Family Loan, Inc. in 
violation of the antifraud provisions of the federal securi- 
ties laws. 


The Complaint charged that Gulf South Mortgage Invest- 


ors, Gulf South Advisors, Ltd., Leonard Savage, Litch- 
field, and Neuman caused Gulf South Mortgage Investors 
to be operated in a manner contrary to its Declaration of 
Trust and investment guidelines as represented to the pub- 
lic in its filings with the Commission. 


Gulf South Corporation, Family Loan, Inc., Litchfield, 
Neuman, Wilson, and Piiand were charged with violations 
of the registration provisions of the federal securities laws 
in the offer and sale of subordinated debentures of Family 
Loan, Inc. of Springfield, Missouri. 


Gulf South Mortgage Investors and Gulf South Corpora- 
tion were also charged with violations of the reporting 
provisions of the federal securities laws by failing to make 
and to file with the Securities and Exchange Commission 
the required periodic reports. 


For further information, see Litigation Release No. 6701. 





Litigation Release No. 6984/July 15, 1975 


SEC v. BERNARD H. HOROWITZ AND 
DAVID J. HOROWITZ 
(S.D. Fla. Civ. Action No. 75-1009-Civ-JLK) 


Jule B. Greene, Administrator, Atlanta Regional Office, and 
William Nortman, Associate Administrator, Miami Branch 
Office of the Securities and Exchange Commission announ- 
ced that on July 7, 1975, Judge James Lawrence King of 
the United States District Court for the Southern District 
of Florida at Miami, Florida, entered an Order of Perma- 
nent Injunction prohibiting Bernard H. Horowitz and 
David J. Horowitz from violating the provisions of Sec- 
tions 5(a), 5(c) and 17(a) of the Securities Act of 1933 
and Section 10(b) of the Securities Exchange Act of 1934, 
and Rule 10b-5, thereunder, in connection with the offer, 
sale, and purchase of the securities of Equitable Develop- 
ment Corporation or any other security. The Order was 
entered pursuant to the terms of a Stipulation and Con- 
sent whereby both defendants, without admitting or 
denying the allegations in the Commission’s Complaint, 
consented to the entry of the Order. Both defendants are 
principals of Equitable Development Corporation. 


The Court Order prohibits the defendants from, among 
other things, making untrue statements of material facts 
or omitting to state material facts concerning the finan- 
cial condition or security of an investment in Equitable 
Development Corporation; the character or type of secur- 
ities being sold; or the use of proceeds from the sale of 
any securities to be offered or sold by the defendants in 
the future. 


For. further information, see Litigation Release No. 6934. 
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Litigation Release No. 6985/July 15, 1975 


SEC v. COLLATERAL ACCOUNTS, INC. AND 
AUBREY W. SMITH, SR. 
(N.D. Ala., CA75LO758NE) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on July 8, 1975, the Honorable Seybourn 
H. Lynne, U. S. District Court Judge for the Northern 
District of Alabama, at Birmingham, issued orders per- 
manently enjoining Collateral Accounts, Inc., a bankrupt 
Huntsville, Alabama corporation, and its president, Au- 
brey W. Smith, Sr., from violations of the registration 
requirements and antifraud provisions of the Securities 
Act of 1933 and ahtifraud provisions of the Securities 
Exchange Act of 1934. The defendants consented to 
entry of the orders without admitting or denying the 
allegations of the Commission’s Complaint. 


For further information see Litigation Release No. 6944. 





Litigation Release No. 6986/July 15, 1975 


SEC v. NATIONAL ACCOUNTS SERVICE 
ASSOCIATION, INC., et al. 
(N.D. Ala., CA75L0757NE) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on July 8, 1975, the Honorable Seybourn 
H. Lynne, United States District Court Judge for the 
Northern District of Alabama, at Birmingham, issued 

an order permanently enjoining Charles J. Steen, of Jack- 
son, Mississippi, from violations of the registration require- 
ments and antifraud provisions of the Securities Act of 
1933 and antifraud provisions of the Securities Exchange 
Act of 1934. Defendant Steen consented to the entry of 
the order without admitting or denying the allegations of 
the Commission’s complaint. 


For further information see Litigation Release No. 6943. 





Litigation Release No. 6987/July 15, 1975 


UNITED STATES v. SANFORD DVORIN 
(N.D. Tex.) 


Richard M. Hewitt, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
and Frank D. McCown, United States Attorney for the 
Northern District of Texas, today announced the filing 

of a criminal Information in Federal District Court at . 
Dallas, Texas, on July 7, 1975, charging Sanford Dvorin, 
of Dallas, with criminal contempt of an Order entered 
February 21, 1974, permanently enjoining Dvorin and 
others from further violations of the registration and 
antifraud provisions of the federal securities laws. 


The information alleged that Dvorin, in willful disobedi- 
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ence of the Court’s Order of February 21, 1974, violated 
the securities registration and antifraud provisions of the 
federal securities laws in the offer and sale of fractional 
undivided working interests in oil and gas leases issued by 
Independent Energy Corporation located in Young 
County, Texas. 


For further information, see Litigation Release Nos. 4756, 
4766, 4807, 6216 and 6255. 





Litigation Release No. 6988/July 17, 1975 
SEC v. ROWLAND, INCORPORATED, et al. 


The Securities and Exchange Commission announced to- 
day that the Honorable Howard Corcoran, Judge of the 
U. S. District Court for the District of Columbia, entered 
a judgment of permanent injunction against Rowland, In- 
corporated (“Rowland”), a Connecticut corporation with 
its principal offices in Kensington, Connecticut, which is 
principally engaged in the manufacture of plastics, Donald 
Alan Morrison (“Morrison”), president and director of 
Rowland, Hermes Plastics Midwest, Inc. (“HPMI’’), Her- 
mes Plastics, Inc. (“HPI”), Hermes Plastics Dallas, Incor- 
porated (“HPDI”) (sometimes referred to herein as “the 
Hermes companies”), and Norbert Schimmel (“Schim- 
mei"’), a director of Rowland and president of the three 
Hermes companies, which do business with Rowland, 
enjoining them from violating Sections 10(b), 13(a), 

and 14(a) of the Securities Exchange Act of 1934 (“Ex- 
change Act’’) and Rules 10b-5, 12b-20, 13a-1, 14a-3, 
and 14a-9 promulgated thereunder and enjoining all 

the Defendants except Rowland from violating Section 
13(d) of the Exchange Act and Rule 13d-1, promulgated 
thereunder, in connection with transactions in the secur- 
ities of Rowland or any other issuer. 


The Defendants consented to the entry of the judgment 
of permanent injunction without admitting or denying 
the allegations of the Commission’s Complaint 


In its Complaint, which was also filed today, the Commis- 
sion alleged that the Defendants violated and aided and 
abetted violations of the antifraud, reporting, and proxy 
provisions of the Exchange Act. The Complaint alleges 
that Morrison and other members of Rowland’s manage- 
ment searched for a purchaser of 41,365 shares of Row- 
land’s common stock being offered for sale by members 
of the Rowland family to prevent a sale of that block of 
stock to persons considered undesirable by Morrison and 
other members of Rowland’s management. Thereafter, 
Schimmel and Morrison and other members of Rowland 
management entered into an agreement pursuant to 
which Schimmel, HPI, HPMI, and HPDI agreed to pur- 
chase shares of the Rowland family block if Morrison 
and other members of Rowland’s management would 
purchase 10,000 shares of that block, and that Schimmel 
and the Hermes companies lent money to Morrison and 
the others to purchase 10,000 shares with said shares be- 
ing pledged to HPMI as security for the loans and the vot- 
ing rights of those shares being assigned to HPMI. 





























The Complaint further alleges that the Defendants acted 
as a group to acquire and hold the Rowland family block 
and that a purpose of the transactions was to prevent per- 
sons considered undesirable by incumbent management 
from obtaining control of Rowland and to insure that in- 
cumbent management would continue in office. In addi- 
tion, the Complaint alleges that the Defendants filed, and 
caused to be filed, with the Commission a Statement of 
Information, pursuant to Section 13(d) of the Exchange 
Act and Rule 13d-1 promulgated thereunder, which was 
2-1/2 years late, proxy soliciting materials and annual re- 
ports on Form 10-K for the fiscal years ending in 1973 
which failed to disclose the abovementioned transactions 
and the financing and voting arrangements as well as the 
purposes of the transactions. 


Finally the Complaint alleges that Rowland, since 1961, 
has operated under an unwritten arrangement with the 
Hermes Company pursuant to which Rowland was re- 
quired to, and did sell to HP!, HPMI, and HPDI (all three 
companies being controlled by Schimmel), but these com- 
panies were not required to purchase, all of Rowland’s out- 
put of laminated plastic engraving stock. 





Litigation Release No. 6989/July 17, 1975 


SEC v. FRANCIS D. DUVAL, et al. 
(D. Mont. Great Falls Div. - CV7535GF) 


Jack H. Bookey, Regional Administrator of the Seattle 
Regional Office of the Securities and Exchange Commis- 
sion, announced today that a complaint was filed in the 
United States District Court at Great Falls, Montana on 

July 3, 1975 seeking an injunction against Francis D. Du- 
val (Duval), Vance D. McCarty (McCarty), Estelle H. Du- 
val, and Wayne L. Sanders of the Spokane Washington 

area, to enjoin them from further violations of the regis- 
tration and antifraud provisions of the federal security laws. 


The complaint alleges that the defendants sold or aided and 
abetted sales of unregistered shares of common stock of 
Gold Reserve Corp. (Gold Reserve), a Montana corpora- 
tion, to the public without complying with the registration 
provisions of the Securities Act of 1933; by making untrue 
representations about the use of the sales’ proceeds. 


It is further alleged that Duval and McCarty, president and 

vice-president of Gold Reserve, acquired a massive amount 

of Gold Reserve treasury stock without disclosing that they 

were negotiating a sale to a Canadian corporation of Gold 

Reserve's assets and personally held assets constituting a 

meng opportunity which they had usurped from Gold 
eserve. 


In addition to the injunction, the complaint seeks ancillary 
relief in the form of an order forcing Duval and McCarty 
to disgorge illegally gained profits. 













Litigation Release No. 6990/July 17, 1975 


SEC v. ROBERT L. BAEHLER 
(S.D. lowa Civ. No. 75-2-1) 


William D. Goldsberry, Administrator of the Chicago Re- 
gional Office, announced that on July 7, 1975, the Honor- 
able William C. Stuart of the United States District Court 
for the Southern District of lowa entered a Final Judg- 
ment permanently enjoining Robert L. Baehler of Des 
Moines, lowa in the above-captioned case. 


The order enjoins the defendant from future violations of 
the antifraud provisions of the Federal securities laws in 
the offer and sale of promissory notes (thrift certificates) 
of Investors Mortgage & Finance Co. (IMF). This order 
was entered after Judge Stuart granted the Commission’s 
motion for summary judgment finding that untrue state- 
ments of material facts and omissions to state materiai 
facts concerning, but not limited to, the financial condi- 
tion of IMF and the use of the proceeds of IMP thrift 
certificates, were present. 


For further information see Litigation Release No. 6673. 





Litigation Release No. 6991/July 17, 1975 


SEC v. EDWARD A. COX AND FRANK H. McCRACKEN 
(74 C 3363 N.D. Ill. 1974) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, announced that on June 27, 1975 the 
Honorable Prentice H. Marshall, U. S. District Judge for 
the Northern District of Illinois entered an Undertaking 
by and Order as to defendants Edward A. Cox and Frank 
H. McCracken. The undertakings and orders were entered 
by consent of the defendants without admitting or deny- 
ing the allegations of the complaint. 


The defendants were charged with violations of Section 
10(b) of the Securities Exchange Act of 1934 and Rule 
10b-5 thereunder in connection with the purchase and 
subsequent sale of the common stock of Reliance Group, 
Inc. on inside information. 


The complaint alleged that defendant Cox purchased 40,- 
000 shares of Reliance Group, Inc. common stock at prices 
of from approximately $5.85 to $6.75 per share while in 
possession of “inside information” concerning a proposed 
tender offer by Reliance Group, Inc. for its own shares. 
The complaint further alleged that it was defendant Mc- 
Cracken, who was a director of Reliance Group, Inc. at 

the time, and the uncle of Cox, who furnished the informa- 
tion. 


Under the terms of the settlement, defendants Cox and 
McCracken agree not to violate the “insider trading” 
prohibition of the Federal Securities Laws and defendant 
Cox agreed to return his profit of $74,803.32 to those 
investors who sold the stock which he purchased in the 
transaction. 


For further information see Litigation Release No. 6607. 
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The Securities and Exchange Commission has issued a 
notice giving interested persons until August 5, 1975 

to request a hearing on an application by Owens-Illi- 
nois, Inc. pursuant to Section 310(b)(1)(ii) of the Trust 
Indenture Act of 1934 declaring that the trusteeship of 
Chase Manhattan Bank under two indentures is not so 
likely to involve a material conflict of interest as to make 
it necessary to disqualify Chase Manhattan Bank from 
acting as trustee. 
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